IGUST 9, 1933 


Weekly 


The Truth About 
The Beer Stocks 


AAA 


Common Stocks With 
Good Yields 


AAA 


A New Basis 
For Security Values? 


AAA 


An Outstanding 
Common Stock 


Gonservative 


a | Leading Features In This Issue: i as 

= 

py 
yy 

| 

& 


Do You Know the Best Securities 
to Hold in these Times ? 


OUR investment 

outlook has been 
changed by new govern- 
mental activities, the 
abandonment of the 
gold standard, the steps 
towards inflation, the 
international economic 
discussions, crop curtail- 
ment, advances in com- 
modity prices, and the 
inauguration of the Na- 
tional Recovery Admini- 
stration’s program. 


SECURITY MARKETS re- 

sponded to the altered 

situation by a broad upswing; but, with 
clearer recognition of the probable extent 
and direction of the economic recovery, rela- 
tive values suffered a sharp adjustment. 
Some of the issues that have led the first 
advance may be expected to resume the 
movement; others will mark time indefinitely 
—or recede should they develop no actual 
possibilities for participation in the primary 
phases of the business rehabilitation. And :— 
a number of new leaders will emerge. 


OW is the time, therefore, to figure 

out exactly where you stand as an 
investor for the greatest gains accrue always 
to those who enter a new phase in its pri- 
mary stages. A thorough survey of your 
security holdings should be the first step, to 
determine which of your investments are in 
harmony with the determinable prospect. 
Then you must prepare a progressive pro- 


gram and follow it, ad- 
justing it from time to 
time to the widening 
business horizon. You 
must know at all times 
what to hold—and why; 
you must know what to 
buy — and why, and 
when; you must know 
what to sell—and why, 
and when, you must 
know what replacements 
to make—and why and 
when. 


THe Surest Way is 

to do as so many 
other successful investors have done—place 
your security portfolio under the super- 
vision of 


Jaz FINANCIAL WORLD RESEARCH BUREAU 


The procedure is simple: You merely 
register with us the complete list of your 
securities with their cost, provide us with 
all the necessary data regarding your re- 
quirements, objectives and resources, and 
then follow the direct, positive recommen- 
dations as they come to you. Whenever 
unusual opportunities for taking profits or 
making worth-while switches occur, you are 
promptly advised just what to do; and, 
monthly, we submit a resumé of your prog- 
ress. Everything is personal—individual; 
there are no group advices. And the cost 
is moderate. For complete information 
clip and mail the coupon below—or write 
a letter if you prefer. 


Send for this Pamphlet Today 


Tax FINANCIAL WORLD RESEARCH BUREAU 
53 Park Place, New York, N. Y. 


Please send me your pamphlet that explains (without obligation to me) how your personal 
supervisory service would assist me to adopt a progressive investment program. I enclose 
a list of my investments (showing the number of shares and their original cost) to guide you 
in telling me just how The Financial World Research Bureau will aid me. 8-9-33 
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WORLD 


Otto Guenther, Audit Bureau 


in 1902 The Financial World was established to diffuse the truth about investments, has constantly maintained this alti- of Circulations 
tude, and will continue to do so, confident in its belief that as long as it clings to this ideal it can count upon the 
Support of the investing public. 
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E ARE now in the midst of the season when 
oil companies normally obtain the largest part 
of their earnings. Although second quarter earnings The Trend of Things - - - - - - - - 132 
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as satisfactory as might be desired, oil stocks as a Weekly Index of Industrial Production - - - 152 
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sis of the situation. The Truth About the Beer Stocks: - 135 
An Outstanding Rail Stock - - - - - - - 136 
Outstanding Bond Buys Ten Common Stocks with Good Yields - - - 137 
ITH common stocks. now showing an average 
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business usually begins to show signs of fall improve- 
ment, it is important that the businessman and in- The Commodity Situation - - - - - - - 150 
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PUBLISHED WEEKLY BY GUENTHER PUBLISHING CORPORATION 


Louis Guenther, President and Publisher; Henry L. Vonderlieth, Vice-President; Arthur E. Voss, Secretary; 
Richard J. Anderson, Managing Editor; A. Weston Smith, Jr., Associate Editor; Ralph E. Bach, Research Editor 


EDITORIAL STAFF 
C. C. Bailey; George H. Dimon; Andrew A. Bock, Ph.D.; James C. De Long; George E. Andresen 


Editorial and Business Offices: Annual Subscription Rates: 


53 Park Place, New York, U. S. A. eVo United States, Mexico and Cuba, $10 a year; 
Cable Address: Finglobe, New York Canada, $12 a year; Foreign, $12 a year. 
Copyright, 1933, by Guenther Publishing Corp. Reproduc- American News Company. Entered as second class matter FOR CHANGE IN ADDRESS subscriber should give 


tion in whole or part prohibited except by permission of | October 22, 1906, at the Jnited States Post Office at New both the old and the new address. This notice should reach 
the publisher, Newsdealers and bulk ealce supplied by York, N.Y., U.S.A., under the act dated March 3, 1879. us about two weeks before te change is to take effect. 


Western Advertising Representative Advertising Manager New England Advertising Representative 
F. H. Ertel, 727 Monadnock Bldg., Chicago, Ill. Melville A. Bergfeld W. E. Anderton, 1058 Park Sq. Bidg., Boston, Mass. 


129 


> 
‘ 
Founded 
by 
é 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
Wee: 
| 
| 
‘Bae 


into 


Moment 
of your daily life 


and the lives of millions of 
people in every country 
of the world... 


‘The material that comes to your home and your desk 
tells the story of Addressograph-Multigraph versatility. 


In your morning mail are statements from the stores 
you patronize ...a notice of club dues... a gas bill 
telephone bill . .. an insurance premium notice... 


You receive a dividend check . . . checks from 
customers ...a personalized letter ... a magazine... 


To your desk are brought production forms, payroll 
sheets, time cards, inventory forms, route sheets, and the 
many other forms necessary to transact business. Through 
your hands pass shipping tags, labels, invoices, envelope en- 
closures, bulletins, circulars... 


A large percentage of these have been printed or duplicated by 
Multigraph, and imprinted with variable business information 
by Addressograph at speed and savings that spell profitable effi- 


ciency. In office and factory for business throughout the world, 


Addressograph-Multigraph equipment carries the responsibility - 


of 100% accuracy, earning, and saving money in all departments, 


Addressograph and Multigraph products are powerful, essential 
forces closely allied with your every activity at home or at 
work. They help make business of every kind and size more 
efficient and profitable. 


If you are using Addressograph-Multigraph Products, our local 


representative will be glad to show you how to expand their 
earning power. If you are not utilizing the advantages of this 
efficient equipment, he will be glad to demonstrate, without obli- 
gation, the many ways in which you can secure additional profit. 


Addressograph and Multigraph Sales and Service Agencies are 
located in the principal cities of the world. 


ADDRESSOGRAPH-MULTIGRAPH CORP. - CLEVELAND, OHIO 


ADDRESSOGRAPH-MULTIGRAPH 


Making and Saving Money for Every Kind of Business Every Day 
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MODEL 709 
ADDRESSOGRAPY 


A low-cost hand-operateg 
machine that ribbon prints 
names and data on business 
forms of every kind faster, 
(2000 per hour), more ao. 
curately and profitably 
than any other method, 


MODEL 100 
MULTIGCRAPH 


Permits the ink -pri 

and ribbon-duplicating of 
office and factory form, 
advertising, bulletins, ete, 
at savings upto 404, 
Iland-operated. Low cos, 
Speed, up to 2000 an hour, 


MODEL 200 
MULTILITH 


A remarkable new office 


brings lithography within 
thescope of layman utility, 
Produces rich looking 
lithographic work at high 
speed and at amazingly 
low costs. Ask for details. 
Speed, up to 3500 an hour. 


MODEL 2700 
ADDRESSOGRAPH 


Effects greatly decreased 
costs, improved clerical 
efficiency and increased 
profits when applied tothe 
mechanical writing, listing 
or imprinting of forms ip 
every phase of business 
Speed, up to 5000 an hous. 


MODEL 57 
MULTIGRAPH 


An printing and rib 
bon - duplicating machine 
for producing a wide range 
of folders, bulletins, ad 
vertising literature, ete 
Cuts printing costs — ia 
creases sales and profits 


Speed, up to 5000 an hour. 


MODEL 3700 
ADDRESSOGRAPA 


A time-proved economizer 
inthe complete production 
of public utility bills, 
premium notices, dividend 
checks, pay checks, Wt 
notices, installment no 
tices...in fact, any form 
of standardized material at 
speeds up to 8000 printed 
and {illed-informs perhout 
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NEW YORK, AUGUST 9, 1933 


Market Situation 


HIGHLIGHTS P 


Desultory trading characterized most of 
the recent market sessions — New regula- 
tions by the Stock Exchange suggest more 
orderly future trading, and afford protec- 
tion for the small investor — Inflationary 
prospects still uncertain 


Dog days, which have driven traders, operators and 
individual investors out of town for vacations, doubt- 
less did their part in reducing the volume of stock 
transactions last week, with turnover some days falling 
well below two million shares as against the four to 
seven million share sessions that had become com- 
monplace. Of course, little has recently occurred to 
stir up speculative interest aside from the second quar- 
ter earnings reports, but the improvements reflected 
therein had been so widely predicted in advance of 
their publication that, with individual exceptions, their 
influence on prices was small. 


Last week did see, however, one very significant de- 
velopment directly affecting security trading although 
the stock market chose to ignore this new fac- 
to. Taking upon itself new authority, the Board 
of Governors of the New York Stock Exchange has set 
minimum margin requirements for traders and in- 
vestors dealing with member firms. Heretofore, the 
only requirement has been that “adequate” margin 
be maintained. Immediately on new accounts, and 
beginning September 15 on old accounts, margins of 
at least 50 per cent must be maintained on accounts 
of less than $5,000 and of at least 30 per cent on 
accounts larger than that figure, with no margin 
granted on stocks selling below $5 a share or on bonds 
selling for less than 10 per cent of their par value. In 
addition, weekly reports are to be made to the Busi- 
hess Conduct Committee of pool, syndicate and joint 
trading operations. 


The new requirements are sane and constitute a 
long step in the right direction. They will in no way 
interfere with a “free and open market” for securities 
but, on the contrary, should eliminate many of the 
abuses to which trading has been subjected by uncon- 
sctionable pool operations and “shoestring” operators 
4s well as making it difficult to build up topheavy 
speculative pyramids which constitute a danger and a 
menace to the entire market structure. The aim of the 
Exchange authorities is, it would seem, to clean their 
own house so as to remove all incentive for Federal 
regulation, 


Revival of inflation rumors late Wednesday brought 
about a sharp temporary rally in stock prices before 
the close of trading that day. Regardless of rumors 
which crop up from time to time, there has been’ no 
change in the inflation situation, the prospects of how, 
when and how much, remaining as indefinite as ever. 
In the meantime, we continue to witness business 
progress with only a sign here and there of seasonal 
recession. The earnings improvement which charac- 
terizes the bulk of the second quarter reports is, accord- 
ing to present indications, going to carry over into 
statements covering results of operations for the cur- 
rent quarter, and corporate earnings prospects con- 
stitute the factor which determine the long trend of 
stock prices. 


Several weeks more of a largely trading market 
would not be surprising, with the general run of prices 
showing more backing and filling than definite trends 
in either direction. Temporary interruptions and hesi- 
tancy must be expected in any market trend, the im- 
portant thing to keep in mind being the fundamentals 
underlying the general business and credit situations. 
Those fundamentals continue to be favorable for 
security prices and no change of investment policy 
appears warranted at this time. High grade bonds in 
many cases are about as high as they will probably 
go, and appear attractive only for strictly conservative 
investment purposes. Medium grade bonds, however, 
still have potentialities of capital appreciation while 
at the same time affording good income. Common 
stocks in most cases must be regarded as selling at 
prices which are substantially below the levels at which 
they would adequately discount the return of normal 
earning power and should be retained. 
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Note: The trend of the Stock Averages continued irregular last 
week with Volume of Sales and Issues Traded sharply. lower in 
response to a lull in speculative trading. Brokers’ Loans disclosed 
a downward tendency which may be maintained in reflecting the 
tightening requirements of margin accounts. 
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Trend 


Things 


Digest and interpretation 
ot business and financial 
developments 


The trade picture includes reports of new high attain- 
ments in some lines and further seasonal slackening in others. 
In steel, the trend is irregular following two successive 
declines, a development which, however, 


ot has no alarming implications. The average 
a performance of this industry for the years 
x 


1925-1928 shows a decline in ingot output of 
about 16 per cent from the seasonal peak in March to the 
first week in August. Seldom in steel’s history has produc- 
tion at the beginning of August been only three or four points 
below the peak for the year, as it is now. The industry 
continues to be largely bereft of demand from two of its 
most important outlets, new building and the railroads, and 
failure of the latter so far to enter the market was the rea- 
son for the receivership last week for Colorado Fuel & Iron. 

Contrary to earlier predictions, retail demand for auto- 
mobiles shows further expansion and is reflected in output 
now running at the highest level seen in twenty-five months. 
As has been the case virtually all year, General Motors and 
Chrysler continue to make the best showings on the basis 
of volume, and second quarter earnings recovery for those 
companies assumed startling proportions. The upward trend 
in electric power production has carried further (although the 
improvement over a year ago remains at 15.4 per cent for 
the second week) and would be making an even better show- 
ing if it were not for recessions in the southern and New 
England textile areas. 

The fact that gains in numerous lines are occurring at a 
time when general activity is at a low ebb, and the fact 
that these gains are being made in the face of some uncer- 
tainty created by the new NRA regulations, should be suffi- 
cient proof of the soundness of the recovery movement that 
has been under way in recent months. There appears ample 
support for the opinion that business improvement will reach 
new high levels in the fall months. 


Talk of currency inflation and reduction of the gold con- 
tent of the dollar has recently been fading to the back- 
ground, furnishing some basis for the opinion on the part of 
investors and others that the Administra- 


a tion may perhaps be abandoning its ideas of 
The Year? taking action along those lines. Informed 


Washington opinion, however, is to the effect 
that no such change of ideas has occurred. Some of the 
speculative excesses evident in the stock market during the 
fore part of July were tracable in part to the stimulus afforded 
by inflation threats, and one of the reasons for the recent 
lack of inflation hints is doubtless the desire that specula- 
tion be kept well within bounds. The stated policy of the 
Government is to change its ideas and methods of attack 
as conditions and developments warrant, and just now it 
seems that the Administration intends to allow business to 
show what it can do under the stimulus of the demand 
that is developing from natural forces and the Industrial 
Recovery Act, holding inflationary weapons in reserve for 
use later. Washington sources feel that, in the normal course 
of events, attainment of the 1925-1926 price level by, say 
the end of the year, is too much to expect, and that revival 
of inflationary tactics later on in the year is in prospect. Of 
course, as has been stated, the Administration “reserves for 
itself the right to change its mind” in accordance with devel- 
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opments, and no one can assert with any certainty just what 
is likely to eventuate. 


The $104 million decline in member bank credit outstand. 
ing in the week ended July 26 was, as might be expected, 
largely a result of the decline that occurred in security prices 
during the week covered by the report, with 
loans against securities accounting for $75 
millions of the drop. The latter figure closely 
corresponds to the $73 millions reduction jy 
brokers loans at New York City, and the implication is clear 
that little selling in the late break came from securities held 
on loans with banks. Securities held on bank loans are owned 
by a more conservative type of investor than those who 
frequent brokerage offices, such commitments usually being 
made for long term holding rather than in-and-out trading 
and thus there is furnished support for the opinion that the 
recent reaction was due more to selling by speculators thay 
to the disposal of stocks held for investment purposes. 

Although the total fluctuated from week to week, com. 
mercial loans at the end of July stood at the same figure 
as that at the end of May. However, during that time such 
loans in the New York District declined by $119 millions, 
meaning that an expansion of the same amount occurred else. 
where throughout the country. In other words, while bus- 
ness apparently found no need for calling on banks in that 
district to help finance the trade expansion of recent weeks, 
in the interior it is beginning to seek banking credit, a devel- 
opment having healthy implications for the future. The 
reason for the desirability of expanding the amount of credit 
in use, so often referred to in recent and current dissertations 
on the business and financial situation, is explained in detail 
elsewhere in this issue. 


Changes in 
The Credit 
Situation 


Last week’s announcement of Reconstruction Finance Cor- 
poration willingness to put out $50 millions in the purchase 
of preferred stocks of sound banks so that the institutions 
can expand their loans would, on the face of 


bos it, suggest that the general run of banks did 
thie not possess sufficient resources of their own to 


permil increasing their loans. The facts of 
the matter appear to be contrary to that inference. None of 
the large New York banks is in a position that would r- 
quire outside aid in a campaign of credit expansion, and 
outside of that city the Federal Reserve member banks have 
about $500 millions excess reserves pressing for employment. 
In addition, the R.F.C.’s charge of five per cent can hardly 
be regarded as attractive in view of the banks’ ability to 
borrow from the Federal Reserve at 24% to 3 per cent. Thus 
it seems that there will be little advantage taken of the 
R.F.C.’s offer to provide additional funds through purchase 
of preferred stocks. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928 = 100 


Jon, Feb. May. Am. May June July Avg Sept Oct Nov Dec 


110 fe no 
1929 | 

90 90 
30) 

60 = 
| 

1233 | 7 | 

30 


THE COMPONENTS. This is an unweighted index of five sensitive 
series of industria] activity ; new building contracts, electric powée 
production, automobile output, steel mill activity, and merchandisé, 
miscellaneous and less-than-carload freight traffic. Adjustments 
have been made for normal seasonal variation, and the average 
for the four years 1925-1928 is used as the base. 
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Would a Cut in the Gold Content of the Dollar Mean 


New 


dent Roosevelt officially announced 

our abandonment of the gold 
standard, this country has had a dual 
price level—one set of prices for our 
internal transactions, and another set 
of prices for transactions with other 
nations. Despite the apparent rise of 
commodity prices here during the past 
five months, we find that measured in 
gold the downward trend of commodi- 
ties was resumed in April, with a new 
low point reached as late as the week 
ended July 18. At that time, accord- 
ing to The Annalist’s index of whole- 
sale commodity prices, prices 
stood at 73.3 (100 = 1913) as com- 
pared with a new high of 107 for 
dollar prices and with about 80 as of 
March 8 on the basis of gold dollars. 


Gin last April 19, when Presi- 


Dollar Values and Stock Prices 


This downward trend of the dollar 
in terms of gold currencies has been 
a factor of sufficient influence to have 
brought about a rising stock price 
trend even had there been an absence 
of business improvement. Reference 
to the accompanying chart plainly 
shows the divergent courses of indus- 
trial stock prices as measured in 
dollars and in terms of the gold franc. 
From the beginning of April to the 
peak reached on July 17, dollar prices 
had advanced 112 per cent; measured 
in gold, however, the rise amounted to 
oly 48 per cent. Following the 
culmination of the subsequent decline 
there was an even more striking differ- 
ence, thanks somewhat to a rising 
dollar as well as to the drop in stock 


Yardstick for Common Stocks? 


prices, the respective gains from April 
1 levels being 70 per cent and 23 per 
cent. 

An effective stock price rise of only 
23 per cent during the time when, as 
measured by THE FINANCIAL WORLD’S 
Index of Industrial Production, gen- 
eral business was rising from a 30.5 
per cent level to one of about 75 per 
cent (based on 1925-1928 as 100) 
would clearly suggest that stock prices 
have not run ahead of business re- 
covery; on the contrary, they appear 
to have lagged considerably behind. 
In the determination of the business 
index, it is important to note, only 
one (viz. building contracts) of the 
five series of data is expressed in 
dollars, and thus price has no signi- 
ficant influence on the resultant figures. 

The foregoing considerations bring 
up the question, must we adopt a new 
yardstick for stock values? The prob- 
lem may now be academic, but arrival 
of an actual reduction of the gold 
content of the dollar, a step that ap- 
pears inevitable in view of the Ad- 
ministration’s publicly announced mon- 
etary policy, will quickly thrust it into 
the realms of reality. 

A reduction of the gold content of 
the dollar would not affect prices as 
expressed in, say, grains of gold, or 
in terms of a gold backed currency 
which undergoes no change in its gold 
content like, perhaps, the franc. As 
expressed in dollars (in this country 
a dollar will remain a dollar, regard- 
less of its invisible backing) prices 
would rise. Assuming that the rise is 
in direct inverse ratio to the cut in 
the gold behind the dollar—as theo- 


COMPARING GOLD WITH STOCK PRICES 
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EFFECT ON 15 STOCKS 


“Theoretical 


on Basis Actual 

of April 1 Quo- Dollar Gold 

tatious and: Prices Prices 

Aprill 60¢ ast Last 

Prices Dollar Dollar Week Week 

Allied Chemical..... 75 107 125 115 85 
American Can... .. 55 79 92 &3 62 
American 60 86 100 83 62 
Bethlehem Steel. .. 13 18 22 37 27 
13 15 31 23 
Corn Products... .. 53 76 88 75 56 
49 57 67 50 
Kastman Kodak . 51 73 85 76 57 
General Electric ... 12 17 20 22 16 
General Motors. .. 11 16 18 28 21 
Int. Business Mach.. 85 121 142 139 103 
Int. Harvester. .... 22 31 37 31 23 
National Biscuit.... 34 49 57 53 39 
Otis Elevator... .... 12 17 20 17 13 
Standard Brands.... 16 23 27 25 19 
Standard Oil (N.J.). 25 36 42 34 25 
Underwood-Elliott.. 12 17 20 26 19 
Union Carbide...... 22 31 37 40 
38 45 52 38 
Westinghouse Elee . 23 33 38 39 2 


*As explained in the accompanying text, the actual effect of 
dollar devaluation on common stock prices is determined in the 
long run by factors pertinent to each respective company and 
industry. The above compilation is interesting for its theo- 
retical aspects, but obviously cannot be used to determiue 
= prices would do if the gold content of the dollar were re- 

uced. 


retically it should be—a 40 per cent 
gold cut would result in a 66% per 
cent rise in dollar prices. Thus, a 
bushel of wheat worth $1 on the basis 
of the old dollar of 23.22 grains of 
gold, would go to one dollar (13.93 
grains of gold) and sixty-six cents 
(9.29 grains of gold) as expressed in 
the new dollar. As expressed in gold, 
however, the foregoing calculation 
shows that it would still command only 
23.22 grains of the yellow metal. 
Prices of goods having strictly a do- 
mestic market would not show an im- 
mediate rise of anything like 66 per 
cent, but dollar prices of such com- 
modities as are governed by world 
markets would tend to do so at once. 


Foreign Quoted Stocks 


Although leading American common 
stocks enjoy an international market, 
numerous issues being quoted in Lon- 
don, Amsterdam, Paris and Berlin, 
their prices at those centers are gov- 
erned by fluctuations in New York. 
Consequently, for all practical pur- 
poses, they are subject to domestic 
market developments. Common stock 
prices are determined by current and 
prospective earnings. If we were to 
have inflation of the monetary struc- 
ture, the general price level would 
rise, manufacturers would increase 
their selling prices, and earnings ap- 
plicable to their common stocks would 
expand. The result would be a rising 
trend of stock prices. (Of course, 
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this ignores the purely psychological 
- factor of an urge on the part of the 
public to purchase equities for the pro- 
tection of their capital against dollar 
depreciation, which in itself results in 
rising prices.) A mere reduction of 
the gold content of the dollar would 


not, per se, make common stocks any 
more valuable than they are now. 
They become more valuable in dollars 
only because the prospect is for dollar 
earnings to increase. 

The only way in which the yardstick of 
common stock valuation can be changed 


by inflation is that inflation has almost 
wholly favorable effects on certain 
types of enterprises, and in others 
introduces certain adverse effects, 
Each type of stock must be judged on 
its own merits, the basis being ‘the 
type of business which it represents, 


The Gold Situation 


What Prospects for the Gold Stocks? 


divorced from gold last March 

there has been an increasing de- 
mand from American gold mining in- 
terests for adoption by the Government 
of some expedient for enabling them to 
benefit from the depreciation of the 
dollar in terms of other currencies 
still on the gold standard. Mathemat- 
ically the result of dollar depreciation 
by a third, to about 67 cents, is an 
increase in the price of gold by a 
half, or from $20.67 an ounce to about 
$31 an ounce. But as long as the 
Government does not reach a decision 
on stabilization at any particular 
point and continues to pay the old 
price for the gold output of the 
country’s mines, the gold producer can 
get no benefit. Such a situation places 
no particular burden upon gold opera- 
tions as long as the general price level 
(i.e. wages and costs of mining sup- 
plies and equipment) does not rise ap- 
preciably. 


EK se since the U. S. dollar was 


Costs of Goid Mining Rise 


Now that the Administration re- 
covery program is beginning to make 
its effects felt in raising wages and 
commodity prices the costs of gold 
mining are beginning to increase and 
the need for a higher price for gold 
is becoming more urgent. The average 
margin of profit of the American gold 
mining companies is not large and it 
is estimated that an increase in costs 
of as much as 20 per cent over the 
average for 1932 would close every 
gold mine in the country. The sharp 
decline in output in June, and in the 
second quarter as compared with the 
first, is traceable to the rising tendency 
of costs and to the reluctance of pro- 
ducers to push operations when they 
can not take advantage of the premium 
on gold in the free markets of the 
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world because of the embargo on ex- 
ports of the precious metal. 

The June gold output of the United 
States was 142,000 fine ounces, accord- 
ing to the American Bureau of Metal 
Statistics, a decline of 23 per cent from 
May and of more than 24 per cent 
from June of 1932. This was the 
lowest monthly total of the present 
century and brought the quarterly out- 
put to an average of 172,000 ounces 
a month, compared with about 200,000 
ounces a month produced in the first 
quarter. In contrast to this declining 
trend, Canadian gold output has in- 
creased substantially since England 
went off the gold standard in Septem- 
ber, 1931, when the Canadian Govern- 
ment began paying its gold miners the 
premium indicated by world gold 
prices. In that year Canadian output 
was 2,694,000 ounces, compared with 
2,102,000 ounces in 1930; and in 1932, 
when the premium was paid during 
the entire year, output rose to 3,051,000 
ounces. The 1933 production is not 
expected to show much change from 
last year. 


A Premium for Gold? 


There are several expedients which 
our Government could adopt to give 
the American gold miners the benefits 
which they seek, and if the general 
price level continues to advance one or 
another may eventually be invoked. A 
premium equal to the discount of the 
U. S. dollar in terms of gold standard 
currencies could be allowed, or the pro- 
hibition of gold exports could be modi- 
fied to allow export of newly produced 
gold so that it could be sold in the 
free gold markets of the world. A 
step in the latter direction has already 
been taken in the recent ruling of the 
Attorney General that under the terms 
of the executive orders forbidding gold 


exports, it was still possible to ship 
abroad gold ores and concentrates but 
not smelted or imperfectly refined gold 
ore. The extra cost of shipping the 
bulky unprocessed ores rather pre- 
cludes any large amount being ex- 
ported in this form and it is question- 
able whether any great amount of 
concentrates will be shipped. Addi- 
tional official rulings and regulations 
are likely to be forthcoming. Another 
expedient would be to allow a free 
gold market to be established in this 
country, which would mean lifting the 
present regulation prohibiting indivi- 
dual ownership of the metal. 


Are Gold Stocks too High? 


If the Government should decide 
upon stabilization of the dollar at some 
specified discount from the old figure 
it would have to pay the higher price 
for gold in order to put its program 
into operation. It is likely to be some 
time, however, before the desirable 
point of stabilization and the proper 
time for its establishment can be de- 
termined. In the meantime, the pres- 
sure for relief to the gold mining 
industry under a rising price level may 
well result in allowing a premium in 
one way or another, and in such an 
event there would be an immediate 
and proportionate gain in earnings of 
American gold producers and a stimu- 
lation of productive activity. However, 
the shares of the American gold mining 
companies have advanced substantially 
since March and are now discounting 
considerable earnings improvement, s0 
that unless a very drastic devaluation 
of the dollar is visualized, further en- 
hancement potentialities in this group 
appear somewhat limited, although 
short term market movements in re- 
sponse to speculative influences are 
always possible. 


THE FINANCIAL WORLD 


# 
Ho din, | 


most 
‘tain 
hers 
ects, 
1 on 
the 
tS. 


The Truth About 


the Beer 


BEER consumption is now at 

3 2D tine peak of its season with 
old and rejuvenated brew- 
eries running full blast to satisfy the 
freshly cteated thirst of millions of 
Americans who have welcomed the 
beverage back more enthusiastically 
than some of the most optimistic 
ptophets dared to forecast. Up to the 
dose of June over three billion glasses 
of the golden brew had been consumed 
since the modification of the Volstead 


- Set on April 7, and estimates suggest 


inat this amount will be ¢xceéded dur- 
ing the current three months’ period 
ending September 30. And this is 
just the kind of news that whets the 
appetite of the uninformed speculator 
who cévets the opportunity of being a 
beer baron in a small way through the 
purchase of a brewery stock. 


Plenty to Choose From 


Plenty of new brewery issues there 
are to choose from, for in addition to 
the 430 breweries which had licenses 
to operate on July 15, some 240 more 
are in various stages of promotion. Of 
these 600-ddd beer stocks none is 
listed on the New York Stock Ex- 
change, only 2 issues are on the New 
York Curb, while 30 are listed on the 
New York Produce Exchange. Other 
leading secondary exchanges through- 
out the country also list from 2 to 
more than a dozen issues, but the bulk 
of the stocks available to the public 
are only purchasable over-the-counter 
or through firms of issue of various 
classifications. With this maze of of- 
ferings flooding the market the inves- 
tor must exercise a high degree of 
caution or he may awake’ some day to 
find that his purchase is only 3.2 per 
cent equity and 96.8 per cent froth 


and foam. 


That the brewing industry has been 
revived successfully in a very short 
period must be admitted without ques- 
tion. The comparison of monthly con- 
sumption, both total and by the number 
of breweries, before and after prohibi- 
tion, provides an interesting contrast: 


verage 
onthly M@nithly 
, Number of Consumption Sales Per 

Year Breweries of Beer Brewery 

Barrels 

1,524 5,268,070 3,318 
1,506 5,175,719 3,420 
1,462 5,270,462 3,598 
1,372 4,978,892 3,621 
1,332 4,880,375 3,663 
1,092 4,181,933 3,828 
Sere 583 769,273 1,319 
1,918 4,340,299 3,434 
193 1,500,000 7,715 
263 2,120,000 8,069 
368 2,471,570 6,716 
430 *3,000,000 *6,976 

“Partially Estimated. 


_ As encouraging as these figures are 
m indicating high initial production 
for the breweries which aré now in 
operation, they tell only the beginning 
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7 Many of the new 

beer stocks being 
offered to the public are 
96.8 per cent froth and 


foam and only about 3.2 
per cent actual equity. 


of a story which may not have s0 
pleasant an ending. It was to be ex- 
pected that the public would imbibe 
freely if only for the novelty of the 
change but as tastes are cultivated for 
one make and antiother, it is to be ex- 
pected that the industry will be divided 
into two divisions: one enjoying con- 
sistently increasing détnand and the 
other losing favor because their prod- 
ucts do not meet the popular taste. 
Added to this will be the increasing 
competition of additional breweries 
which are not yet in production. 


Earnings Estimates Vary 


A survey of the leading brewery 
stocks which are now being offeréd di- 
rectly to the public reveals a consider- 
able conflict in the methods used to 
determine future earning power of the 
brewery. Estimates of profits per 
batrel of beer range ffom as low as 
$3 per barrel up to $7.50 with the 
average around $4. Prior to prohibi- 
tion when taxes were highest profits 
ran as low as $2.50 per barrel and 
during periods of intense competition 
they sometimes vanished entirely. But 
if it can be assumed that a profit of 
$3 per barrel is a fair gauge of poten- 
tial earnings, it is possible to estimate 
the earnings per shate which would 
accrue to a company opérating at ca- 
pacity production and sélling all of its 
output throughout the year. The fol- 
lowing 20 companies have been selected 
at random from the current issues: 


Earnings 
| Ann, Prod 
nua’ nn, 

Shares Outstafdifig bls. ift Bartels per 
(Par) Production per Share Bbl. 
1. 90,000($50) ... — 1,000,000 11.11 $32.33 
2. 119,245 (860)..... 1,800,000 12.60 37.80 
3. 180,000($100).... 1,600,000 8.88 26.64 
4. 300,000 ($1)...... 250,000 0.83 2.49 
5. 141,750 ($1)...... 75,000 0.52 1.56 
6. 20,000 ($10)..... 125,000 0.62 1.86 
7. 213,000 ($1)...... 100,000 0.46 
8. 250,000 ($1)...... 60,000 0.24 0.7 
9. 500,000 ($1)...... 450,000 0.30 0.90 
10. 475,000($1)...... 950,000 0.54 1.63 
11. 450,000 ($1)...... 500,000 3.33 
12. 1,000,000 ($1)... 400, 0.40 1,20 
13. 200,000 ($2)...... 100, 0.59 1.50 
14. 200,000 ($1)...... 350,000 1.75 4.25 
15. 800,000 ($1)...... 76,000 0.09 0.27 
15. 650,000 ($1)...... 125,000 0.19 0.57 
17. 360,000 ($1)...... 150,000 0.42 1.26 
18. 1,705,923 (3H). 300,000 0.17 0.51 
19. 1,250,000($1)..... 250,000 0.20 0.60 
20. 740,000 ($1)...... 150,000 0.20 0.60 


The first fifteen brewery stocks in- 
cluded above are how in production, 
with Nos. 1 to 3 representing old estab- 
lished breweriés. The last five (Nos. 


16 to 20) are still in the promotion 
stages, éither having an old brewery 
which must be re-equipped or planning 
to build or buy a bréwéfy as soon as 


sufficient stock is sold. The first 
fifteen are in a speculative position be- 
cause their earnings prospects are still 
uficertain while the strengthening of 
their finaticial positions, in a nutibéer 
of cases, is depéndent to a large éx- 
tent on the sale of more stock. The 
last five are, of course, outright 
gambles of the worst kind which should 
be avoided even for speculative pur- 
poses. 

There are several considerations if 
the selection of brewery stocks which 
must be studied carefully. They may 
be enumerated by asking the following 
questions: 

I. Has the brewery honest and 
capable management with experience 
in the production of beer? 

II. Is the plant under the direction 
of a skilled brewmaster who was 
trained prior to prohibition or in a 
beer drinking country such as Ger- 
many? 

III. Is the brewery’s 
modern and efficient? 

IV. Is the brewery located strategi- 
cally with regard to its market? 

V. Is production coordinated with 
the possible demand of the population 
in the community in which it serves? 

VI. Are the brands and tradenames 
well established and well regarded? 

VII. Did the company have a good 
reputation prior to prohibition? 

Ill. Is the capitalization of the 
company in line with breweéry’s pro- 
ductive capacity? 

IX. Is the stock listed on a reputable 
stock exchange? 

X. Is the issue sponsored or offered 
by a firm of good standing? 


Are Beer Stocks a Buy? 


To those who wish to speculate in 
brewery stocks, the answer, “Yes,” to 
the above questions should provide a 
partial guide in making a selection at 
this time when profit prospects for the 
industry are highly uncertain. Until 
there is some definite indication of 
actual earnings, however, all brewery 
stocks regardless of merit must be re- 
garded as in a speculative position and 
unsuitable for strictly investment 
funds. 
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4 Reading Railroad — 


lies not only in the fact that 

it is one of the relatively few 
railroad companies which covered fixed 
charges by a good margin in all of 
the depression years, but in the even 
more impressive achievement of hav- 
ing realized net income in 1932 sub- 
stantially larger than that reported 
for 1931. Net for 1932 was $4.2 mil- 
lions, equivalent to $1.02 per share of 
common stock. For 1931, net income 
of $3.3 millions, equivalent to 37 cents 
per share of common after deduction 
of dividend requirements on the pre- 
ferred stocks, was reported. 


not claim to distinction 


Properties Well Maintained 


This increase was in the face of a 
drop of about $19 millions in gross 
operating revenues and a decline of 
over $1 million in other income. These 
losses were largely offset by drastic 
cuts in expenditures for maintenance 
of way and equipment; the total ex- 
penditures for these purposes were 43 
per cent below 1931. This was much 
greater than the drop in maintenance 
outlay for the Class I railroads as a 
group. The same holds true of the 
decline in maintenance expenditures 
for the first half of 1933, as compared 
with the first six months of 1932. In 
this connection, it must be recognized 
that a large part of the decline was 
due to the completion, in 1931, of the 
major portion of the program of elec- 
trification of the company’s suburban 
lines in the Philadelphia district. As is 
usually the case with large scale con- 
struction and improvement programs 
for railroads, maintenance charges 
were materially larger, in the years 
when the heaviest part of the work was 
going on, than they otherwise would 
have been. The Reading’s properties 
have been maintained at a high stand- 
ard; the sharp declines in maintenance 
outlay reflect the end of abnormal 
expenditures and‘ not any unconserva- 
tive curtailment of maintenance work 
sufficient to result in any deterioration 
of the property. 

The Reading is, primarily a coal car- 
rier, but it is not as dependent upon 
anthracite coal as it was 30 or 40 
years ago. At that time, hard coal 
accounted for about half of the road’s 
total traffic. In 1932, hard coal pro- 
vided about 37 per cent of total ton- 
nage. The percentage was even smaller 
in prior years (21 per cent in 1929, 
26 in 1930, and 32 in 1931). The per- 
centage will probably decline again 
assuming that continuance of improve- 


136 


ment in general business conditions 
will bring a substantial pick-up in the 
road’s traffic in manufactured articles. 
The Reading originates practically all 
of its anthracite coal traffic. A sub- 
stantial volume of traffic in bituminous 
coal (received from _ connections, 
mainly the Baltimore & Ohio and the 
Western Maryland) has been built up 
in the last 25 years. Soft coal ac- 
counted for 29 per cent of total ton- 
nage in 1932. 

Largely because of the fact that 
traffic in anthracite coal lagged behind 
the improvement in the movement of 
other commodities in the general recov- 
ery after the bank moratorium, the 
Reading’s traffic record was not partic- 
ularly impressive in April or May. 
Since the end of May, however, there 
has been a very sharp gain in the ship- 
ment of anthracite. In June, the 
Reading’s anthracite traffic was more 
than 78 per cent above that of June, 
1932. For the four weeks ended May 
27, 1933, car loadings of the Reading 
were 43 per cent below the correspond- 
ing weeks of last year. In the five 
weeks ended July 1, 1933, loadings 
were 163 per cent above the cor- 
responding period of 1932. The margin 
of improvement over last year has in- 
creased substantially in more recent 
weeks, with the average gain over 
1932 now around 30 per cent. 

Net operating income of the Reading 
for the first six months of 1933 showed 
an increase of $940,000 over the first 
half of last year. Consequently, unlike 
most other American railroads, the 
Reading does not have a large accumu- 
lated loss to make up in the remaining 
months of the year before the large 
traffic gains bring total earnings 
above those realized in 1932. The rec- 
ord for the full year 1933 depends, of 
course, upon developments in the 
months just ahead, but a fairly sub- 
stantial increase in net income over 
last year’s results is already assured. 


Earning Prospects 


If an optimistic view of the road’s 
fall traffic prospects may be taken, 1933 
earnings of from $2.75 to $3 per share 
of common stock may be predicted. If 
earnings for the year prove to be ma- 
terially in excess of $2 per share, an 
increase in the dividend, now $1 per 
share per annum, would seem logical, 
in view of the company’s strong finan- 
cial position, and the fact that an in- 
crease in “other income” would be wel- 
come to the Baltimore & Ohio and the 
New York Central, both of which hold 
large blocks of Reading stock. 

The Baltimore & Ohio owns 42.21 
per cent of the stock of the Reading 
Company, and has an agreement with 


Outstanding 
Rail Stock 


the New York Central to acquire its 
holdings (about 26 per cent) under the 
four-party consolidation plan. While 
this plan may never be fully consum- 
mated in its original form, the pro- 
posed B. & O. system, including the 
Reading and its subsidiary, the Cen. 
tral Railroad of New Jersey, appears 
to be pretty well assured. One impor- 
tant step in this direction has been 
taken in the recent past, the Interstate 
Commerce Commission having granted 
the Reading permission to reacquire 
the 145,000 shares of Central of New 
Jersey, carrying control of that road, 
which were trusteed in 1913 as an out- 
come of the Reading Coal Trust case, 
The Central of New Jersey provides 
the Reading with access to the New 
York metropolitan area, and owns 
some very valuable water-front prop- 
erties on New York harbor. This re- 
acquisition of direct control of the 
Jersey Central will probably result in 
important operating economies through 
elimination of duplicated facilities, 
Another I.C.C. decision permitting 
consolidation of the competitive ser- 
vices of the Reading and the Pennsyl- 
vania Railroad between Philadelphia 
and Atlantic City should also result in 
substantial economies. 


Status of Securities 


The bonds of the Reading Company 
enjoy a high investment standing and 
sell on a relatively low yield basis. 
Reading first and second preferred, 
both of which are on a $2 annual divi- 
dend basis, appear attractive for in- 
come purposes at current prices yield- 
ing about 6 per cent. An interesting 
feature of the second preferred stock 
is the right of the company to convert 
the issue at any time, at its option, 
one-half into first preferred and one- 
half into common stock. All three 
stocks have a par value of $50 per 
share, and have equal voting power. 

In spite of the fact that Reading 
common may be considered one of the 
more conservative of the railroad equi- 
ties, it is subject to rather wide fluc- 
tuations in market price from time to 
time, due to the fact that the floating 
supply of the issue has been greatly 
reduced by concentration of holdings 
for control purposes. Subject to this 


qualification, the issue appears to have 
for 


definite 
holding. 


attraction long term 
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Ten Common Stocks 


5 


With Good Yields 


ket quotations since last March 

has been relatively moderate as 
compared with the decline of values 
during the depression, the combination 
of higher prices and further dividend 
reductions and omissions has restricted 
the number of dividend paying common 
stocks to such an extent that it is diffi- 
cult to find yields appreciabiy above 5 
per cent that can be classed as reason- 
ably protected by earnings and finan- 
cial strength. There are many inves- 
tors who normally avoid the field of 
common stocks, but who have recently 
felt that at least a portion of their 
funds should be placed in equities as a 
partial hedge against the threat of 
outright monetary inflation. Such in- 
dividuals prefer dividend paying issues 
where the yield is comparable with 
their accustomed return and where the 
dividends are being covered by earn- 
ings. 

The accompanying list of such com- 
mon. stocks was compiled from issues 
affording yields above 5 per cent, pro- 
tected by earnings greater than divi- 
dend rates (as last reported) and by 
strong financial positions as revealed 
in latest balance sheets. These ten 
issues represent a final selection from 
a larger group of about 35 issues of 
this type which were first segregated 
from the dividend paying common 
stocks listed on the New York Stock 
Exchange. QOne of the most notable 
features of the compilation is the pre- 
dominance of the stocks of the food 
group. This is particularly marked 
in the final selection of ten stocks from 
which are eliminated all issues where 
there was question as to current earn- 
ings covering dividend requirements. 

The food stocks as a group represent 
one of the most stable fields of busi- 
ness, as might be expected from the 


quot the advance in mar- 


necessitous character of their products 


in the seale of human wants. Their 
earnings decline during the depression 
was comparatively moderate and this 
was reflected in relatively moderate de- 
cline in market quotations. The ob- 
vious corollary of this record is found 
in the expectation that under business 
recovery the earnings improvement 
and market enhancement of these 
stocks will be more moderate than in 
the case of less stable groups, 

Outside of the food stocks the next 
most numerous group affording a 
satisfactory yield is found in the elec- 
tric power industry, which is also 
characterized by comparatively stable 
demand and earnings during periods 
of depression. This field, however, has 
been more or less permeated with 
holding company organizations whose 
junior shares are rendered relatively 
unstable as to earnings, dividends and 
market prices through operation of the 
leverage factor. Even in those utili- 
ties which are almost entirely operat- 
ing companies, the junior shares are 
affected by the leverage factor intro- 
duced by preferred stocks and bonds 


which normally form a part of the 
capital structure of units in this in- 
dustry. In the food group senior 
capital issues are normally very small 
or entirely non-existent, and there is 
thus little or no leverage to depress 
or enhance market prices out of pro- 
portion to changes in net operating 
revenues. 

On the basis of their 1932 earnings 
and current market quotations and 
dividend rates, the four leading 
cigarette manufacturers would qualify 
for inclusion among these sound in- 
come producing stocks, but it was con- 
sidered advisable to omit them on ac- 
count of uncertainties as to current 
earnings. Monthly cigarette statistics 
over the past year have indicated some 
decline in consumption, but recently 
the trend has turned upward again. 
The big four lost considerable of their 
business for some months to the new 
10-cent brands and finally cut prices 
to meet their competition. Both of 
these influences, i.e., temporary loss of 
business and lower prices, have been 
adverse to this year’s earnings and 
since these companies issue financial 
reports only once a year, an actual 
interim check is impossible. Higher 
cigarette prices are quite likely to be 
reestablished in the coming months 
and earnings recovery should quickly 
follow such action. Exclusion of these 
issues from this presentation should 
not be construed as an adverse judg- 
ment on their prospects but merely as 
a reflection of current uncertainty as 
to dividend coverage. 

Despite the limitations of diversifica- 
tion in the selected ten stocks, the list 
offers a conservative group of income 
producing common stocks and repre- 
sents situations which within them- 
selves afford good possibilities for 
future growth. 


A SELECTION OF TEN GOOD YIELDING COMMON STOCKS 


Common Stock: 


Bangor & Aroostook.................... 
Brooklyn Union Gas.................... 


Public Service Corporation of N.J....... 


a Quarter ended March 31. 


b Six months ended June 30. 
h Calendar years 1932 and 1931. k Twelve months ended June 30, 1933, an 


1932. 


Latest Financial 


Dividend Recent Yield at Net Working Position 

Rate Latest Earnings Mkt. Recent Capital Current 
Per Annum 1933 1932 Price Prices (000) Ratio 
Pere $2.00 £$3.00 $3.22 $32 6.2% $1,577 3.3 
4.00 a2.31 a2.31 70 5.7 1,817 9.7 
5.00 k6.43 80 6.2 5,934 2.1 
1.80 b1.21 b1.50 35 5.1 27,095 6.2 
3.00 e4.13 58 5.2 27,372 6.1 
ies 3.00 h3.98 h4.37 39 7.7 3,398 4.4 
ees: 2.00 b1.22 b1.21 36 5.5 5,510 5.5 
2.80 h3.46 h3.82 46 6.1 36,385 3.4 
1.60 b0.82 ~»b0.91 22 7.3 2,471 5.7 
Bee 3.00 b1.99 b2.03 48 6.2 36,134 12.3 


¢e Fiscal yee ended May 31. f Estimated 1933 calendar year. 
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ferred to as the “good old times” 

when they are no longer with us, 
generally coincide with periods of ris- 
ing prices. It makes little difference 
whether a price advance causes in- 
creased industrial activity or whether 
improving business conditions are re- 
sponsible for a firmer general price 
level. The fundamental factor is that 
both go together, create confidence in 
the safety and profits of the various 
business enterprises and increase em- 
ployment and purchasing power among 
ali classes. To bring about such a 
condition is the goal of the Adminis- 
tration’s recovery program, as evi- 
denced in the enactments of various 
legislative measures and issuance of 
numerous regulations during recent 
months. 


Preerseet of prosperity, often re- 


The Powers of the President 


The attack on the low commodity 
price level has been launched from dif- 
ferent angles. Congress has given the 
President discretionary powers to in- 
flate the currency system through 
enlargement of the credit base and 
additional issuance of uncovered notes. 
These powers concern the _ purely 
monetary part of the price problem. 
Furthermore, under the stipulations of 
the National Industrial Recovery Act 
the government agency popularly 
called “NIRA” has started to get busi- 
ness going by moral suasion (and, if 
necessary, force) through the control 
over and possible elimination of all 
such factors as are price depress- 
ing. Its plans are fundamentally oppo- 
site to the natural evolution of 
recovery processes witnessed during 
previous business cycles when improve- 
ment in industrial activity caused 
more employment and the ensuing 
higher prices for goods finally resulted 
in increased wages. 
program starts the price raising 
movement with an increase in wages 
to create the necessary purchasing 
power to absorb the increased produc- 
tion of manufactured goods. 

So far the means of persuasion and 
emotional appeal to the producers’ 
patriotism have been the weapons 
most largely used by the Administra- 
tion with, as far as can be seen at the 
present time, satisfactory results. The 
procedure of attacking the price prob- 
lem from the monetary angle, however, 
has so far been applied very sparingly, 
but there is no question that with any 
set-back in the progress made with the 
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i 
The government’s 


How Credit Expansion 


Raises 


+ Credit inflation alone, if 
carried far enough, will 
bring about the 1926 price 
goal. Currency inflation is 
unnecessary. 


other methods, drastic and effective 
steps will be taken from the monetary 
side. 

It is a general and widespread as- 
sumption that increasing the amount 
of currency in any country is sufficient 
to raise the general price level. This 
opinion is based upon the crudest form 
of the quantity theory which, however, 
if translated into practice often fails 
to show the expected results, much to 
the amazement of its sponsors. They 
neglect to consider important other 
factors determining the price move- 
ment. A more elaborate and more 
complete quantity theory of money has 
been expressed in the following for- 
mula of the equation of exchange: 


MxV=PxtT 


In this formula, M stands for money, 
which includes bank credit as well as 
notes in circulation, with the former 
performing about 90 per cent of the 
business transactions in this country. 
The velocity of the money and credit, 
indicating the rate of turnover, is rep- 
resented by V. The symbol P stands 
for the general price level and T indi- 
cates the volume of trade. From this 
formula it is obvious that a mere in- 
crease of M does not directly affect P 
unless all the other factors remain 
equal, which, however, is very seldom 
the case. As it is the main object of 
the Administration to raise the factor 
P, it is natural that efforts must be 
concentrated upon the other factors of 
the equation which are more or less 
controllable. If money and its velocity 
can be increased, the other side of the 
equation must rise correspondingly and 
as trade volume as a rule does not 
absorb the combined effect of M and P, 
prices will have to go up. 


Controlling the Supply of Credit 


The supply of credit is obviously the 
factor easiest to control and therefore 
the Federal Reserve System is eager 
to pump into the economic system as 
much credit as the traffic can reason- 
ably bear. This is done in various 
ways and the total amount of Federal 
Reserve credit outstanding includes the 
system’s holdings of member banks’ 
discounts, acceptances bought in the 
open market and its holdings of gov- 
ernment securities. Member bank bor- 
rowings are controlled only in a 
negative way and in _ purchasing 


acceptances the Federal Reserve Banks 
: also take a passive réle whereas the 


purchase of government securities is 


Prices 


currently the most active and prede. 
termined action of the Federal Re. 
serve Banks with the object of 
influencing the credit structure of the 
country. 

Holdings of government securities 
by the system have gradually in 
creased through purchases in the open 
market during recent months and now 
stand at slightly over $2 billions as 
compared with a total of Federal 
Reserve credit outstanding of $22 
billions. For each million dollars of 
government securities bought by the 
system the reserves of the member 
banks are increased by a similar 
amount. It is then up to the member 
banks to use this credit, and theoret- 
ically $10 millions additional credits 
can be placed at the disposition of trade 
and industry against such a reserve of 
only one million, which originated from 
the purchase of that amount of gov- 
ernment securities. At the present 
time, however, instead of making use 
of their reserves with the Federal 
Reserve Banks, member banks have 
left such amounts on deposit; these 
funds now are absolutely idle and. bear 
no interest. The total of such excess 
reserves stands currently at about 
$500 millions, which could become the 
basis for $5 billions of credit money 
if used for that purpose. 


The Part the Banks Play’ 


If one considers that in 1931 and 
in 1926 the total amount of bank de- 
posits in this country amounted to 
about $50 billions as against $40 
billions at the present time, the exist- 
ing excess reserves, if properly used, 
could bring the amount of bank de- 
posits up to $45 billions with a cor- 
responding effect upon the general 
price level. However, there is no way 
to coerce member banks to use their 
excess reserves for the purpose of 
credit expansion. Only through per- 
sistent adding to their holdings and 
the increased pressure of such excess 
reserves as well as by moral sua- 
sion can the Federal Reserve Banks 
expect to obtain some success with this 
method of credit expansion. As mat- 
ters stand today, member banks still 
hesitate to urge credit expansion upon 
their customers. They apparently wait 
until a genuine demand for quality 
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qedits with a reasonable amount of 
business risk becomes evident. Such 
gpportunities for credit expansion are 
likely to arise with a continued gain 
in business activity under the working 
of the NIRA. Credit expansion is 
expected to furnish great support to 
the current business revival and it 
undoubtedly will not fail to exercise 
its influence upon the general price 
jevel according to the above mentioned 
equation of exchange. 

There is a political aspect to this 
situation of excess reserves of member 
banks. Such reserves will greatly help 
the government in its financing oper- 
ations in carrying out the public works 
program. For each $1 million excess 
reserves, the member banks can buy 


the same amount of new government 
securities and open a deposit account 
for the Government. The latter then 
draws against that account through 
checks to meet its obligations. The 
recipients of such payments in turn 
deposit their funds in banks and 
thereby cause the creation of a new 
deposit of $1 million requiring $100,000 
as reserves. The remaining $900,000 
can then be used to purchase addi- 
tional government bonds. Again the 
Government can draw to the amount 
of $900,000 against this purchase and 
the funds spent find their way back 
into member bank deposits, requesting 
reserves of $90,000 and allowing the 
purchase of $810,000 of additional gov- 
ernment securities. In this way each 
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excess reserve dollar can theoretically 
become the basis for the creation of 
$10 in government securities and the 
same amount of bank deposits. 

The effective placing of such addi- 
tional funds into circulation and a 
speeding up of their turnover through 
government expenditures could not fail 
to affect the price level. This expan- 
sion of credit is called credit inflation, 
and we have been warned against such 
policies. However, if we can attain 
the desired goal of a persistent and 
lasting price rise by this method it 
would be foolish not to attempt it. 
The advantage of this method over 
the printing press is that it is definitely 
and effectively controllable if properly 
managed. 


Long Term Treasury Issue a Success 
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N important milestone in the 
A gilt edged bond market was 
reached last week with the suc- 
cessful flotation of a large issue of 
8-year U. S. Treasury bonds. These 
bonds, originally announced as an 
issue of $500 millions, bearing a 33 
per cent coupon, were heavily over- 
subscribed. Although their term is 
shorter than that of most of the out- 
standing Treasury bonds, the older 
issues suffered moderate declines, 
bringing their yields in line with the 
new offering. A simultaneous offer- 
ing of 2-year 18 per cent Treasury 
notes was also well received. 

The last previous Treasury bond 
issue was the ill-fated offering of long 
term Treasury 3s in September, 1931. 
This issue, whose interest yield was 
not considered attractive by the bank- 
ing community, was barely absorbed. 
Almost immediately after the books 
were closed, the financial markets went 
into a severe decline precipitated by 
the abandonment of the gold standard 
by England. The Treasury 3s have 
never sold at par in the open market, 
and at one time, they were quoted at 
a discount of almost 20 per cent. 

The discouraging experience with 
this issue of long term Treasuries and 
the increasing emphasis upon liquidity 
of investments resulting from the 
spread of banking difficulties in this 
country forced the Treasury to limit 
most of its subsequent offerings to 
short term notes, certificates and bills. 
The consequent rapid growth of the 
Government’s short term debt has been 
& matter of concern in conservative 
circles, and efforts: have been made to 
build up a market psychology favor- 
able to the substitution of*longer term 
obligations. The fear of adoption of 
measures for dollar devaluation has 
naturally not helped to create a back- 


AUGUST 9, 1933 


ground favorable to the issuance of 
long term bonds. The strength of the 
dollar in the foreign exchange mar- 
kets during the past two weeks did 
much to allay the more exaggerated 
fears of dollar depreciation. It is 


probably not entirely a coincidence 


AN UNDERVALUED BOND 


EW YORK CENTRAL 

ref. & imp. 65s, 2013, 
quoted on the New York Stock 
Exchange at a price to yield 
6.5 per cent, appear to occupy 
an attractive investment posi- 
tion as there now seems to be 
no serious question as to the 
ability of this road to maintain 
its bonds in good standing. In 
the month of June, net railway 
operating income amounted to 
$4.4 millions compared with 
$192,052 in the corresponding 
1932 month; net operating in- 
come for the six months ended 
June 30, 1933, was $12.5 mil- 
lions against $7.5 millions in the 
corresponding previous period. 
Floating debt of approximately 
$80 millions, including advance- 
ments from the R. F. C., is to 
be retired by permanent financ- 
ing as soon as conditions in the 
bond market permit. The com- 
pany’s 5s, 2013, and 44s, 2013, 
are equally secured by a first 
lien on 294.6 miles of road in 
New York, Pennsylvania, Ohio 
and Indiana, -and” additionally 
secured by a lien on 3,425.8 
miles of road, subject-to prior 
obligations. 


that inflation talk has been  soft- 
pedaled while the Treasury bond offer- 
ing was being prepared. 

The longest term Treasury obliga- 
tions floated between September, 1931, 
and August, 1933, were of 5-year ma- 
turity. The current 8-year issue is 
generally regarded as a stepping stone 
to 10, 12 or 15-year issues. The Gov- 
ernment will need to borrow large 
sums of “new money” to finance its 
public works, farm and industrial re- 
covery programs. To borrow all of 
this money on a short term basis 
would be dangerous, especially in view 
of the maturity in the year 1938 of 
over $6 billions Fourth Liberty Loan 
bonds. By making the new bonds 
available in $50 and $100 denomina- 
tions, and in other ways, attempts are 
being made to interest small investors 
in the long term Government issues. 
How much success will meet these 
efforts remains to be seen. It appears 
likely that neither the small investor 
nor institutions will wish to invest in 
long term issues as long as there seems 
to be any danger of radical inflation 
measures. 

To a much greater extent than 
is generally realized, the avoidance 
of inflation of the more serious 
type depends upon the success of 
the Government’s efforts to sell long 
term bonds. If these bonds are not 
absorbed by investors, individual or 
institutional, they will have to be pur- 
chased in huge amounts by the Federal 
Reserve Banks. Under the present 
banking and currency laws, this might 
easily lead to a.credit or currency in- 
flation, or both, which would result in 


~ serious dollar devaluation... . 


Sueh contingencies appear “remote, 
but they show the importance of the © 
success of the Government’s bend: sell- 
ing program. ——— 
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sion influences in 1930, by the 

same token the Pacific Coast 
region has lagged behind in the recent 
recovery procession. Failure of this 
area to keep fully abreast of primary 
changes in the business cycle may be 
ascribed largely to the predominantly 
agricultural character of the region 
and the limited development of volatile 
industry which quickly reflects changes 
in the business cycle. Thus, although 
production of electricity since the be- 
ginning of May has been showing 
progressive improvement over a year 
ago, the Pacific Coast region registered 
its first gain over 1932 during the 
week ended July 8, an increase which 
amounted to less than 1 per cent in 
contrast with a gain in the southern 
region in that week of 29 per cent 
and a 22 per cent increase in the New 
England area. Since that time, how- 
ever, the Pacific Coast region has 
recorded steady gains, output for the 
week ended July 29 exceeding output 
in the corresponding 1932 week by 8 
per cent. This compares with a gain 
for the industry as a whole for the 
same period of 15.4 per cent. 


gy HE last to succumb to depres- 


The Pacific Coast Leaders 


The three most important public 
utility enterprises operating on the 
Pacific Coast are Pacific Gas & Elec- 
tric, Southern California Edison and 
Pacific Lighting, common stock of all 
three being listed on the New York 
Stock Exchange. These companies 
operate almost exclusively in the state 
of California, one as a holding com- 
pany, one as an operating electric 
power and light company and the 
other being predominately a natural 
gas enterprise. Due to the lack of 
similarity in corporate set-up and 
character of operations, only limited 
direct comparisons are possible. These 
are presented in the accompanying 
tabulation. All three companies fur- 
nish, in varying degrees, electricity 
and gas to domestic and industrial 
consumers in California and earnings 
of all three are governed by the same 
set of influences. Thus gross and net 
have uniformly declined during the 
past three years to a point, in the 
case of Pacific Lighting and Southern 
California Edison, where dividends are 
not being covered. Pacific Gas & Elec- 
tric has not reported for the 12 months 


The Pacific Coast 
Utilities 


ended June 30, 1933, but the probabili- 
ties are this is true likewise with this 
company as but $2.09 per share was 
available for the common stock in 
19382. 

The necessity for payment of a 
portion of common dividends from sur- 
plus and the rather tardy reflection of 
general improvement in power output 
have raised some question as to main- 
tenance of present dividend rates. 
While all three companies enjoy satis- 
factory financial positions and occupy 
an excellent credit standing, the wis- 
dom of paying dividends from surplus 
for any extended period is open to 
question. The liberal policy evinced 
thus far is probably motivated by the 
desire to protect the investment stand- 
ing of these equities as common stock 
financing has been customary in pro- 
viding these enterprises with new 
capital in past years. Thus far, 
dividend disbursements from surplus 
have not constituted a serious drain 
on resources and the question of con- 
tinuance of present rates may be said 
to hinge largely upon the rate of im- 
provement in output and earnings. 
Recent gains in power output in the 
Pacific Coast region more accurately 
reflect improvement in net profits for 
the utilities in that section than is 
true for the country as a whole, as 
expansion in production in that area 
reflects to a greater extent an increase 
in the more remunerative classifica- 
tions, i.e., domestic and small com- 
mercial light and power users. 


Rating the California Utilities 


Of the 157 California communities 
of 2,500 population and over, 126 or 
80 per cent are served with electricity 
by either Pacific Gas & Electric, 
Pacific Lighting or Southern Cali- 
fornia Edison. There are 19 municipal 
systems in the state including the one 
in the City of Los Angeles, the larger 
number of which purchase all or a 
considerable portion of their energy 
from the above companies. Due to the 
availability of cheap hydro-electric 
energy (of the combined generator 
rating of 2,359,000 K.W. of these three 
companies, 1,369,000 K.W. or 58 per 
cent is hydro), use of electricity is 
widespread, both by industry which is 
89 per cent electrically operated and 
in the domestic field. Intensive farm- 
ing has reached a high state of de- 


STATISTICAL COMPARISON, 


PACIFIC COAST UTILITIES 


Earns. 

Asset 12 Mos. Net Price 

Asset Value Ended Per tLever- Number Divi- Cur- Mar- Earn- 

Value Per June 30$o0f age of dend rent. ‘ket ings 
- Company (000) Share 1933 Gross Ratio Customers Rate Yield Price Ratio 
Pacific Gas & Electric.$718,322 $11.45 *$2.09 .15 28 1,251,217 $2 7.1 $28 13.9 
Pacific Lighting. ..._. 266,615 16.61 2.94 31 19 £985,957 3 33 «11.2 
Southern Cal. . 387,713 11.82 1.57 .14 38 878,000 2 8.7 23 «14.7 


*Year ended Dec. 31, 1932. Ratio of ‘‘over all" fixed charges to consolidated gross revenues. 
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velopment in this area and a y, 
considerable proportion of the output 
of each company is consumed in the 
rural districts. 

Pacific Lighting Corporation igs pri. 
marily a natural gas enterprise, rey. 
enues from the sale of electricity gop. 
stituting only about 18 per cent of 
total. As demand for natural gas in the 
domestic field tends to parallel the sale 
of electricity to this type of consumer 
and over the longer term, earnings 
growth of this company will be de. 
termined by the same set of factor 
which influence the progress of the 
purveyors of electric energy. 

Long term progress of a_ public 
utility enterprise is governed in qo 
small measure by economic and social 
advancement of communities served 
In the past, many companies, les 
fortunate in the matter of territory 
served, have kept abreast of secular 
growth of the industry through tech. 
nological improvement in _ methods 
of generating and transmitting elec. 
tricity and adoption of aggressive mer. 
chandising methods in inducing per 
capita gains in consumption. It is 
obvious that as maturity of the indus. 
try is approached, progressive gains 
in revenues and profits for these com. 
panies will be increasingly difficult, 
While this possibility as yet does not 
bulk large in the outlook for the 
larger number of companies, territorial 
growth is a factor strongly in favor 
of the California utilities. 

From the stockholder’s standpoint, 
progress of his utility company is 
measured in terms of earnings, divi- 
dend payments and value of equity, 
The ability of the Pacific Coast utili- 
ties to improve upon past results in 
this respect should be enhanced by 
favorable economic and social trends, 
Judged purely on a statistical basis the 
shares of these companies do not appear 
undervalued at current levels and their 
market prices may continue to reflect 
some uncertainty as to near term 
future dividend payments. On _ the 
basis of longer term potentialities how 
ever, the equities of Pacific Gas & 
Electric, Southern California Edison 
and Pacific Lighting appear to 
possess merit, warranting moderate 
commitments for long term retention 


Che Iuvestors’ Platform 


EFORE the investing public 

can feel assured of the exist- 

ence of the fullest measures for 
its protection, THE FINANCIAL 
Wor_p believes necessary, and it 
insists upon, the adoption of the 
essential reforms outlined in the 
following platform. The more in- 
sistent that investors are for the 
inauguration of these reforms, the 
more quickly will the day arrive 
when these safeguards will become 
a part of our financial structure: 


I. Public Directors 
II. Independent Audits 
III. Standardized Reports 
IV. Trading Reforms 
V. Independent Protective 
Committees 
VI. Full Publicity on Secur- 
ity Offerings 
pared Gonceraitig’ the breat weal of 


these reforms and the power of in- 
vestors to bring about their adop- 


tion, a copy of which will be mailed 
to any interested investor. 
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Wuen the President took office he 
faced a condition that demanded action 
of a daring and courageous nature. 
He could not well allow the decadence 
he faced to wear itself out. The de- 
pression had had that chance and was 
carrying us into complete disorganiza- 
tion. To a mind as clear thinking as 
that with which our President is en- 
dowed, it became apparent that the 
forces of disintegration had to be 
attacked from an entirely different 
angle than the orthodox economy sug- 
gested, and this assault had to be 
made on a bold and extended front. 


Tuis meant letting loose causes 
whose effects, once they got to work- 
ing, would completely change underly- 
ing influences: change them from a 
downward spiral to an upward one. 
To do that involved transforming the 
national mind from fear and dejection 
into confidence. If this could be 
brought about, then the constructive 
influences could be changed by human 
agencies to hold the gains secured. 
That is the President’s problem. On 
its outcome will rest his prestige in the 
future. 


Our of the die he has molded for 
himself will come the pattern which 
will mark him either as one of the 
greatest Presidents the country has 
had or a_ discredited man _ whose 
theories have plunged us into a more 
serious cataclysm than the one from 
which we have emerged for the time 
being. For weal or woe he has in- 
augurated human agencies of the most 
powerful character that will shape 
events and the goal they aim to 
achieve makes the attempt worth 
while. 


Yer when his various remedial mea- 
sures are carefully studied they do not 
appear as radical as certain opponents 
of his would like to make them appear. 
Underneath most of his plans can be 
seen a definite purpose and that is to 
marshal en masse the national credit 
and the initiative of the nation in a 
common frontal attack. That means 
that if the country can be regimented 
for a short period into a powerful at- 
tacking force, then what is accom- 
plished can safely be left to future 
regulation to curb against an un- 
healthy development. 


First we need to get somewhere and 
along that path the President’s pro- 
gram has been successful. The causes 
he has set afoot have already had some 
salutary conclusions. Business has 
staged a genuine recovery, confirming 
the thought that the stimulus he had 
provided contained the right ingre- 
dients. Here, too, we can see why 
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the President 
is so insistent 
for industrial 
coordination to 
maintain this 
particular 
gain. 


N Ow what he supremely wants is a 
definite program to put idle people to 
work in order to increase consumption, 
without which no recovery can get 
along on a solid footing. Like infla- 
tion talk, though so far no real in- 
flation has taken place, the talk is now 
that minimum wages cannot be safely 
set. They must be determined by the 
actual volume of business. This is 
another precedent that has been cited. 


Hlowever, if industry is to be regi- 
mented until it is seen that it has 
permanently turned the corner, it is 
absolutely necessary to fix certain defi- 
nite regulations for its control while 
under such supervision. If regimenta- 
tion does the trick, then wages can be 
left to fix their own valuation. The 
principle is not new. In the war it 
was adopted. The only newness about 
it is that it is now a peace time mea- 
sure employed against a menace no 
less serious in its import than a war— 
a deep seated depression that cannot 
cure itself without the application of 
human agencies. 


Ar THE end of the Rooseveltian ex- 
periment we are apt to see some new 
economic rules established, principal 
among which is how mass attack under 
national guidance can aid in dissipat- 
ing depressions. 


Ws: HAVE been steeped in a deflation- 
ary state of thinking so long that our 
processes of reasoning have become 
somewhat inverted. Hence, in reach- 
ing certain conclusions we find our- 
selves led about by precedents, usually 
those closest to the period at hand. “It 
happened before,” we say to ourselves, 
“consequently it should happen again.” 
But that is not always true, for human 
agencies can sometimes shape events 
contrary to the economic influences 
that have formerly regulated us. Pres- 
ident Roosevelt thinks that he can 
effect such changes. 


W ueruer he is right or wrong we 
can only learn from the final chapter 
concluding his experimentation to lift 
the nation out of its depression. But 
to say that former precedents indicate 
that those experiments are unsound is 
no more conclusive than it is to claim 
that the life of a pérson or an active 
influence in shaping our destiny has a 
time limit. All we do know is that life 
has its definite cycles, but in their 
duration they vary. 


Trading in Odd Lots of 
Listed Securities: offers di- 
versification and safety to 
both the large and small 
investor. 


We have prepared an in- 
teresting booklet which 
explains the many advan- 
tages offered by odd lot 
trading on the New York 
Stock Exchange. 


Copy furnished on request 


Ask for F. W. 588 


100 Share Lots 


John Muir&@ 
Members 
New York Stock Exchange 
39 Broadway New York 
Branch Office—11 West 42nd St. 


STOCKS and 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


New York Cotton Exchange 
Chicago Board of Trade 


New York Stock Exchange 
Members 
and other leading exchanges 


(60 EEAVER ST. 
Uptown Office: 15 W. 47th St. 
NEW YORK 


Odd Lots 


In listed securities carried 
on conservative margin. 


Your Inquiries Invited 


Bunsrombe & Co. 


Members New York Stock Exchange 
60 Broad St. New York 


Branch Offices 
137 W.37thSt. 54 Court St. 
New York Brooklyn, N. Y. 


ANNUITIES— and the Best Rate 


Twe targe, strong companies still offer rates above 
the average. But you must act quickly. 
ANNUITY INCOMES ARE FIXED, DEPENDABLE 
AND FREE FROM ALL INCOME TAXES, FOR 
MANY YEARS, 
Full information on tite retund 
ANNOYING METHODS. 


Ernest W. Culberson & Associates 
226 Broadway Phone BArclay 7-4600 New York, N, ¥. 
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A Stock Market 


Forecast 


for Thoughtful Investors - 


NVESTORS interested in the pres- 
ent market situation will find in the 
current UNITED Opinion Bulletin: 


1. Market Outlook and Forecast. 


2. Definite Recommendations on 
these stocks : 
Gen. Motors 
Atlantic Refining 
Bendix Aviation 


3. One repeal stock that our staff 
considers undervalued. 
HIS bulletin and full information 


on the UNITED Opinion forecast- 
ing method sent free on request. 


Sent for Bulletin F.W.-42 FREE 


(Please print name and address) 


UNITED BUSINESS SERVICE 


Newbury St. Boston, Mass. 


TRADING PRoFITS 


Low-Pricep STOCKS 


A timely book by 


ARTHUR ROLLAND 


Not the usual presentation of “buy 
low-priced stocks for long-term profits." 
but a unique and valuable analysis of 
intermediate trend trading possibilities 
in low-priced stocks. Clear and com- 
plete. Supported by up-to-the-minute 
data and easy-to-understand graphs. 


General Market $]: 


Publications 
Paid 


1775 Broadway 
New York 


POINTS ON TRADING 
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Or Gossip a Customers’ Man 
Hears Around Broad and Wall jay 


A nueuser-Buscx is number one among the brewing interests which are plan- 
ning the establishment of a chain of banks to thaw frozen assets in states 
where beer has not yet been legalized. Emil Hurja, one time statistician 
for Wall Street’s Ben Smith and later mathematical wizard for the Democrats, 
is ‘being groomed for the Budget Director’s job when, as, and if Lew Douglas 
becomes Secretary of the Treasury. 3 Mr. Woodin may retire on Labor Day 
which is the only holiday falling on Monday this year. . . . Regular zeppelin 
service to Germany will be started soon with 20 trips a year. . . . The big 
dairy companies are plenty worried with dessert dimes going for beer instead 
of chocolate, strawberry and vanilla. Now that you don’t need the money 
so badly, you can borrow up to the hilt on your life insurance policies. 

Libby-Owens is constantly being confused with the beer bottle making Owen- 
Illinois—As a plateglass maker, Libby-Owens is no beer beneficiary unless the 
glass in the store front and the mirror behind the bar are to be considered. 


W nicer has raised the ante from $18,000 per year to $30,000 to flood light 
its white terra cotta landmark on the Chicago waterfront—Just to try and sell 
more Spearmint to the Fairgoers. . . . Paris where the French phone was 
invented has just adopted dial telephones—to make it easier for Americans to 
get their numbers. . . . Those big super markets, which were supposed to cut 
in on the grocery chains have sprung up so fast in some sections that they are 
cutting each others’ throats. . . . Pennsylvania R.R. is in the rumors again 
with a 50-cent dividend declaration expected soon and an announcement of 
a bond issue to finish the N.Y.C.-Washington electrification. . . . If this 
security offering goes over, it will be the first of several new rail bond issues 
which have been waiting, waiting, waiting. 


@ 


S sway RIDEs in New York City which give you 840 miles for a nickel may be 
seven cents before the year-end—Figure out what a 2-cent increase will mean 
for 150 million strap-hangers per month. . Ludlum Steel is doing a nice 
business making barroom equipment out of its “Nevastain” steel. . . Chimes, 
electrically operated, are the latest to replace the old-fashioned doorbell and 
buzzer. Long, Huey, is holding back the Louisiana repeal vote hoping 
to make his state the thirty-sixth and final one to kill prohibition. . . . Wool- 
worth is installing air-conditioning in its State Street, Chicago, store and if it 
goes over like the 20-cent price level did, other units will also be cooled. ... 
Some traders say that the drowsy action of the stock market is due to the fact 
that it is doped up with codine—The numerous codes now before N.I.R.A. are 
spreading too much uncertainty on certain industries. And speaking of 
the Recovery Act here’s some man-bite-dog news—There was one Columbia pro- 
fessor who turned down a job with the committee. 


J UNEAU AND HOMESTAKE are said to be taking it on the chin because they 
can not sell gold in the world markets. . . . Incidentally, it is understood 
that gold bootlegging has become quite a racket in the past three months, 
indicating the need for a free gold mart. . . . You will soon be able to buy 
rubber desk blotters which do all the tricks of ordinary blotting paper but never 
wear out—and the ink stains can be wiped off with a damp cloth. . . . Colgate- 
Palmolive-Peet is out of the red, due in part to the elimination of a number of 
high-priced softsoapers in the main office. The “new office boy” jokes are 
circulating again—one broker reports that he sent a runner for a Corona- 
Corona and the youngster came back with two portable typewriters. . . . An- 
other boy was asked to get the opening of Can and returned with a canopener. 
- - + But this doesn’t beat the one about the odd-lotter who bought American 
Can when he heard that Ford was coming out with a new model. 


Reacu FOR THE JOY OF LIVING” is the new campaign slogan you will hear a 
lot about when the radio industry begins pushing for new business next month. 
: Big-scale licensing of whisky distilleries will begin almost any day now— 
there are only seven distilleries in the whole country which are licensed to 
manufacture medicinal spirits. . . . Three or four important receiverships 
will be lifted in the near future and this may account. for the lifting of the 
prices of their stocks. . . President Machado of Cuba may withdraw grace- 
fully by taking a leave of absence. . . . One dictionary defines stock as “a 
frame with holes for the feet of an offender” which is a pretty good yo. ain: 
tion for some of the cat and dog shares. 
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Illinois Central’s 
Earnings 
Prospects 


Illinois Central showed gross 

revenues up one-tenth of one 
per cent over the same month a 
year ago, a gain’ which was trans- 
lated into an increase of 169.7 per cent 
in net railway operating income. Even 
more remarkable was the statement for 
June, however, which showed a 16.1 
per cent gain in gross and one of 750 
per cent in net. In other words, for 
the latter month the road was able to 
turn each $1 of additional gross into 
$1.72 of additional net. The following 
tabulation (which omits 000’s) shows 
the course of the road’s revenues and 
income in recent months: 


TH May earnings statement of 


Gross —Net Ry. Oper, Ine.— 
1933 1932 1933 1932 
January... $6,643 $7,806 —14.9% $310 $660 — 7.6% 
February.. 6,281 7,573 —17.1 473 1,179 — 60.0 
March.... 6,102 8,126 —24.9 722 1,471 — 50.9 
April..... 6,420 7,176 —105 1,149 722 + 59.1 
May...... 7,383 7,327 + 0.1 1,478 548 +169.7 
7,947 6,817 2,212 260 +750.0 


Improvement in Illinois Central’s 
earnings is coming at an unseasonal 
time of the year, inasmuch as June 
and July normally contribute the 
smallest proportionate amount of re- 
venues and earnings; July will make 
another good showing, with traffic for 
that month running better than 30 
per cent ahead of the same month of 
1932. 


Improving Income 


In 1931 and 1932 the road earned 
only 80 per cent of its interest require- 
ments, and partially reflecting that 
situation $6.3 millions was borrowed 
from the R.F.C. However, at the end 
of May net working capital amounted 
to $17 millions and included $8.2 mil- 
lions cash and other liquid items. The 
next important bond maturity consists 
of $20 millions of 43 per cent notes 
due June 1, 1934, and current trends 
would suggest that at that time the 
road will be able to refund this obliga- 
tion in the regular manner. 

On the basis of recent performance, 
Illinois Central will earn at least $1 
per share of common stock this year. 
Continuation of the improvement that 
ls now under way would materially 
augment that expectation, of course. 
Current prices for the road’s common 
stock do not appear to be outstandingly 
cheap in comparison with the above 
earnings estimate, but considering the 
probability of improvement beyond 
that figure, and the demonstrated 


earning power of the past, the: shares 
May be regarded as having much 
better than average speculative attrac- 
tion for long-term retention. 
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Chrysler Building 


The Importance of 


Potential 


MARKET STRENGTH 
AND WEAKNESS 


A RISING MARKET may appear very strong when actually it 
is potentially weak. And a declining market may appear 
very weak when in reality it has great potential strength. 


To know the potential condition of the market naturally is 
to place yourself in a favorable position to safeguard against losses 
oA to make the biggest profits. How, then, is one to know the 

tential condition of the market? How is one to know when wo 
uy and when to accept profits? 


Market action is being pre-determined with a large degree of 
accuracy through interpretation of the technical factors which con- 
trol security prices and market trends. 


Through constant analysis of the forces within the market this 
organization guides its clients by telling them WHICH securities to 
buy and sell, WHEN and at WHAT prices. 


By supplying this specific information, it has enabled clients 
to take profits from recent corrective reactions and price swings 
that otherwise probably would have been overlooked. 


@ SEND FOR In our booklet, ‘‘How to Protect Your Capital 
FREE BOOKLET 2d Accelerate its:Growth,” a frank analysis 
and open discussion of various investment 
methods are given. It shows how to protect your capital and make 
it grow—tells what are forecasting factors.and what are not—de- 
velops a new, sound investment philosophy. f 
Fill in and mail the coupon today—get a copy of this booklet 
that has shown so many how to stren their financial posi- 
tions and take additional profits from their holdings. 


INVESTMENT COUNSELORS © 
New York 


Please send me, without obligation, your booklet, “How to Protect Your Capital 


and Accelerate Its Growth.” 


FW-134 
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+ ‘Please Mention THE FINANCIAL WoRLD 


BIG PROFITS 
FOR YOU! 


if you know the right people; if you 
have financial contracts; if you have 
an acquaintance among investors-and 
speculators, you don’t need previous 
experience to make money selling 
FINANCIAL WORLD'S Threefold In- 
vestment Service at $10 a year (Can- 
Ask for our liberal terms. 
Promotion Manager 
THE FINANCIAL WORLD 
53 Park Place 


ada, $12). 


RULES of a 


in the Stock Market 


STOCK MARKET TECHNIQUE 
3215 Irving Trust Bidg., Wall St.. N. ¥. 
Please send me the 10 RULES. 


New York, N. Y. 
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BULts 


AMONG 


AND 


THE 


BEARS 


These reviews were written immediately preceding closing time of this issue 
The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


American Bank Note 4 << 


With all hopes of an era of scrip 
money dissipated soon after Roose- 
velt’s election, American Bank Note 
had to fall back on its routine business 
during the second quarter and the re- 
sultant loss equal to 17 cents per share 
was exactly the same as that for the 
first quarter. Thus the deficit for the 
six months ended June 30, 1932, 
totalled 34 cents a share, against a 
deficit of 11 cents a share in the first 
half of 1932. The failure of the com- 
pany’s business to show a turn for the 
better in the second quarter may be 
attributed largely to the new Securi- 
ties Act which has frightened most of 
the houses of issue away from offer- 
ing new bonds and stocks. Just how 
long it will be before the huge pent-up 
volume of new sccurities is released is 
uncertain, but it is evident that there 
will be a further period of hesitancy 
until certain quirks in the law are 
straightened out or clarified. 


A more sober attitude toward the mar- 
ket is more noticeable of late. This 
change is more or less warranted and 
what is more to the point, it is wel- 
comed by conservative interests who 
have felt that an unrestrained gum- 
bling spirit would check a healthy re- 
covery rather than urge it along. 


Auburn Automobile 4 


Little’ wonder it is that the pool in 
Auburn never really got started this 
year for it never had the ammunition 
of two years ago. Disappointing is 
the report for the three months ended 
May 31, 1933, which showed a loss of 
$532,091 which with the loss of $577,- 
466 in the first quarter makes a total 
loss of $1.1 million for the six months 
period as compared with a loss of only 
$144,028 in the first half of 1932. 
Something is missing in the Auburn 
situation and many observers are in- 
clined to believe that E. L. Cord is not 
as active in the direction of his com- 
pany as heretofore. Mr. Cord has 
many other interests to look after, 
including his aviation enterprises 
and, more recently, shipbuilding. The 
motor company needs a dynamic per- 
sonality to drive it to success and until 
Auburn finds a new leader or Mr. 
Cord returns to his first love, not much 
can apparently be expected for the 
company. 


We have had an unusually warm spell. 
While it has benefited the so-called hot 
weather stocks like ice cream and soft 
drinks (including beer), its effect on 
other industries will be adverse but 


not enough to play an important part 


in the year’s total results. 
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RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMONS: 


Amer. Water Works ..... to C+ 
American Zinc, Lead & 
D toD+ 
Bendix Aviation.......... toC+ 
Bethlehem Steel.......... C toC+ 
C+ toC 
Colorado Fuel & Iron..... Cc toD 
Consolidated Cigar....... Cc toD+ 
Crown Cork & Seal....... Cc toC+ 
Fairbanks-Morse......... Cc toD+ 
Great Western Sugar..... Cc toC+ 
Hazel-Atlas Glass....... B to B+ 
toD+ 
Lily-Tulip Cup.......... C+ toC 
Otis Elevator.......... .. C+ t0C 
Owens-Illinois Glass... C+ toB 
Pillsbury Flour....... . C+ toB 
Radio-Keith-Orpheum...D+ to D 
C+ toC 
Timken Roller Bearing...C to C+ 
United Gas Improvement.A to B+ 
Waldorf System.......... C+ to D+ 
PREFERREDS: 
Amalgamated Leather....D toD+ 
Amer. Water Works..... B to B+ 
Bethlehem Steel........ C+ toB 
Colorado Fuel & Iron.....C to D+ 
Consolidated Oil........ B toC+ 
Crown Cork & Seal.... . C+ toB 
Great Western Sugar.... C+ toB 
New York Railways...... D to D+ 
Remington-Rand.........C toC+ 
Sidney Blumenthal.... > to D+ 
United GasImprovement.A+ to A 


Bethlehem Steel 4 


Like its larger competitor, Bethlehem 
reduced its net loss after charges quite 
substantially in the second quarter but 
did not get back into the black. How- 
ever, the net operating profit before 
charges for depreciation, depletion, etc., 
was sufficient to cover interest charges 
so that no depletion of cash resources 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


fl.... Sound Preferreds ....25 
til. . .Sound Common Stocks. ..25 
IV... Speculative Securities ..25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
he regarded as the soundest general 
investment program. 


was involved in their payment. For 
the six months, the net loss after all 
charges was slightly larger than for 
the corresponding period of 1932, being 
$9.1 millions against $8.4 millions, 
Company operated at 20 per cent of 
capacity in April, 29 per cent in May 
and 38 per cent in June. By the end 
of July the rate was 50 per cent and 
August is expected to average about 
that figure. Wage increases in July 
will slow down the rate of improve- 
ment in earnings that would otherwise 
have been indicated for the third 
quarter. Steel prices are firmer and 
slightly higher but have not thus far 
advanced materially. 


While the second quarter reports have 
made an excellent showing on the 
whole, a good many third quarter re- 
ports are expected to show up even 
better, for the momentum in earn- 
ings improvement carrying over into 
subsequent months, remains to be con- 
sidered in these operating reports. 


Borg-Warner 4 
Earnings of over 50 cents a share 
for the June quarter and _ further 
strengthening of the company’s im- 
pressive cash position, together with 
the sustained activity of the automo- 
tive industries in the summer months, 
suggest that resumption of dividend 
payments by this leading parts and 
accessory manufacturer may not be 
long postponed. Norge refrigerator 
sales and business in other products 
not directly connected with the auto- 
motive industries are helping to aug- 
ment the company’s profits. 


An intangible which cannot yet be 
properly measured is the extent to 
which profits will be cut by the Indus- 
trial Recovery Act in lifting wages and 
adding employees before industry has 
regulated itself to the new conditions. 


Chrysler 4 “C+” 


While Chrysler’s good earnings re- 
port for the second quarter had been 
foreshadowed by the statistics of pro- 
duction and sales, which showed large 
increases, the net income of $1.80 per 
share exceeded even some of the more 
optimistic predictions of the financial 
community, and the publication of the 
report was followed by a sharp ad- 
vance in the stock. There has been 
some switching into Chrysler from 
other motor stocks on the strength of 
the good earnings records and also the 
declaration of a dividend of 50 cents 
a share payable September 15. The 
continuance of large production and 
sales in the face of the usual seasonal 


. influences lends considerable encourage 
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ment to the view that Chrysler will be 
placed upon a regular dividend basis, 
although the 50 cent payment is 
labeled as a special distribution. The 
improved prospects for Chrysler were 
pointed out in articles in THE FINAN- 
ciaL WORLD in the May 3, July 12 and 
earlier issues, when the stock was sell- 
ing at much lower prices. 


In the end, prices must be advanecd to 
sustain the Government's industrial re- 
covery activities. In order to perform 
their part, corporations must be able 
to earn sufficient profits to sustain 
their codes else the measure will turn 
out to be economically unsound. 
Capital cannot he shunted into the 
forgotten man class, otherwise it will 
strike on its own accord, 


WEEKLY RECORD OF EARNINGS 


To June, 1933 1932 
EARNED PER SHARE: 2rd Q. 6 Mos. 6 Mos. 
Air Reduction............... $0.85 $1.30 $1.47 
Allegheny Steel Co........... 0 36 0.95 nil 
Aluminum Industries, Inc. . f 0.62 nil 
American-Maize Products Co. . 1.54 0.69 
American Metal Co., Ltd... ... 0 12 nil nil 
American Rolling Mill Co 0.16 nil nil 
Zinc Lead & 
0.16 pl.60 nil 
Belding, Hemingway Co.. 0.35 nil 
Bell Tel. of Penn... . . p7.39) p20.44 
Beneficial Industrial Loan Corp 0 80 0.99 
Borg-Warner Corp..... . 0.57 0 18 2.37 
Campbell, Wyant & Cannon 
City Ice & Fuel Co........... 0.45 0.66 
Coca-ColaCo.......... 2.85 4.15 08 
Commercial Solvents Corp... 0.16 0.25 0.23 
Consolidated Cigar Corp tO 82 t1.17 0.51 
Consolidated Gas of Baltimore. 0.94 2.05 2.56 
Crown Cork & Seal Co. 1.25 0.74 0.07 
Deisel-Wemmer-Gilbert Corp. 0.33 0.40 0.39 
General CigarCo.......... : 0.51 0.56 1.28 
General Printing Ink......... 0.27 0.21 0.09 
General Railway Signal....... 0.50 0.46 
General Refractories Co ‘ 0.22 nil nil 
Granite City Steel............ 9.43 0.12 nil 
pl 72 p2.92 p2.12 
Hazel-Atlas Glass............ 2.05 2.74 
Hudson Motor Car........... 0.19 nil nil 
Island Creek Coal Co......... 0.21 0.40 071 
Ludlum Steel Co............. po 44 nil 
1.41 1.63 
80.29 rl.28 10.37 
Melville Shoe Corp... ....... 1.04 0.89 
Midland Steel Products....... 0 52 p2.94 
Monsanto Chemical Co. ...... 1.27 1.96 1.24 
Motor Wheel Corp 0.40 0.13 nil 
National Dairy Products ‘orp. 0.76 1.05 
National Distillers Products ee 0.80 0.29 
New York Dock Co po.19 p0.27 pl.4l 
New York Ont. & Western Rwy ‘ 0.45 0 62 
North American Car ~—aa 0.31 0.32 0.07 
Norfolk & Western Rwy. . ee 4.75 3.50 
Parker Rust Proof........... 1.87 2.43 
Penn. Water & Power Co...... we 2.41 2.40 
Reynolds MetalsCo.......... 0.57 0.74 0.65 
eway Stores, Inc. ......... 2.13 2.79 
Shattuck Co., FrankG........ 0.03 nil 0.32 
theater Co.............. 0.12 0.27 
Te utographCo............ 0.28 0.59 0.73 
Timken Roller Bearing Co... .. 0.38 0.27 0.17 
Union Pacific System. ........ 2.14 2.06 
U.S. FreightCo............. 0.90 0.82 
U.S. Industrial Alcohol Co. ore 0.80 0.09 
Virginian Rwy.. 0.76 p2.93 
Western Maryland Rwy. .... 0.23 r0.40 
Chlorine Products 


12 Months to May 31 
Pillsbury Flour Mills, Inc. .... Seed 2.10 1.51 


9 Months to May 31 
Teck Hughes Gold Mines, Ltd.. 0.49 0.54 
27 Weeks to July 8 
Ward Baking Corp...... soon 


28 Weeks to July 18 


Purity 0.47 0.31 

“ 9 Months to June 30 

Canada Dry................ 


Earnings are on common stock unless otherwise noted. 
POn Preferred Stock. rf On Ist preferred. s On 2nd pre- 
. tOn 614% prior preferred 
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Coca-Cola 4 “B+” 


The gossip of Dame Rumor that the 
thirsty are forsaking Coca-Cola for 
beer apparently had no effect on the 
directors of the company, who met last 
week and promptly declared the regular 
$1.50 quarterly dividend, payable Octo- 
ber 1. But Dame Rumor has also 
made a few remarks about the plans 
of Coca-Cola in meeting the competi- 
tion of 3.2. It is understood that the 
company has prepared a book of reci- 
pes showing how Coca-Cola can be 
used as a good mixer and in addition, 
the laboratories of the company have 
been at work on the idea of putting a 
kick into Coca-Cola. In other words, 
we may soon have 3.2 per cent alcohol 
in this famous nickel drink. Whether 
or not either of these reports will be 
actually confirmed is uncertain, but the 
fact that a new and more intensive ad- 
vertising campaign is under way sug- 
gests that the management is girding 
to maintain their market. Meanwhile, 
the stock must be regarded as in a 
rather speculative position until there 
is definite indication of summer time 
earnings. For the first haif-year a 
moderate decline was reported with 
earnings equal to $2.85 a share, against 
$3.28 a share in the first half of 1932. 


New financing continues at a very 
limited pace and little improvement 
can be expected until the fall season 
gets well under way. As _ business 
then expands, corporations will be com- 
ing into the market for funds to pro- 
vide for their increased operations. By 
that time also, the details of the new 
securities act will be better understood. 


Colerado Fuel & lron 4 —_ 


Business recovery has been too slow in 
its coming to solve Colorado Fuel’s 
financial problems, and default last 
week of interest on its own general 
5s of 1943 and on the guaranteed 
first mortgage 5s of 1934 of its sub- 
sidiary, Colorado Industrial, forced the 
company into receivership. Rails con- 
stitute the chief business of the com- 
pany and the dearth of orders in this 
field in the past two and a half years 
resulted in a depletion of net working 
capital by more than 50 per cent. 
Rail buying has not expanded appre- 
ciably and default of interest seemed 
necessary to conserve working capital 
so as to assure, if possible, continuance 
of the company as a going concern. 
The Rockefellers hold a substantial in- 
terest in the company and will be 
represented on the bondholders’ com- 
mittees. 


They also take rides in the market, 
rides that the riders would like very 
much to avoid. Some of the biggest 
professional speculators went on them 
when the market dropped abruptly be- 
cause they misread the conservative 
signs warning that it was time to put 
on the brakes. 


Douglas Aircraft 4 ro 


As one of the leading designers of 
military aircraft in the United States, 
Douglas Aircraft stands third in dollar 
sales to the Government among all the 
plane companies of the country. This 
accounts for the high degree of stab- 


32% Profit 


American & Foreign Power 


On July | 17th, the day before the break 
began, “Market Action,” our weekly 
trading bulletin, presented recommen- 
dations which enabled subscribers to 
take profits of 32% in American & 
Foreign Power, 17% in American Inter- © 
national, 18% in Baltimore & Ohio. 
An average gain of 9.76% was ob- 
tained on ail commitments recom- 
mended in this. bulletin. 


THE WARNING 
BEFORE THE BREAK 


The July 10th issue of “Market Action,” 
summarizing the condition of the 
market, said: “We expect a major re- 
action to begin either Saturday or 
Monday. It should eventually carry 
prices down to about the September 
top of 81.39.” Prices reached their - 
highest level, 110.53, during the fore- 
noon Tuesday (the 18th) and by Fri- 
day had declined to 84.45. 


Follow “Market Action” 


Whether you are interested in short 
or long swings, “Market Action” will 
tell you what stocks to buy and when. 
Send for it TODAY! 


WETSEL 


MARKET BUREAU, INC. 
Empire State Bldg., N. Y. City 


Please send free sample copy of ‘‘Market 


Action.’ 
I enclose $1 for 4 weeks’ trial 
subscription, 


Qur Monthly Market Letter. 


discusses the 


Rayon Industry 


Copy sent upon request 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 


115 Broadway 60 East 42nd Street 
New York New York 
Branch Office 
1424 Walnut Street, Philadelphia, Pa. 
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PRODUCING OIL ROYALTIES 


551 Fifth Avenue (at 45th St.) New York City 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N. Y. Tel. WHitehall 4-6408 


or | 

ay % 
nd 
nd 
ly 
n- 
er 
nd 
| 
or 
g- 
be 
18, 
e- Wheeling Steel Corp..........  pl.26 
Roy, 
QBLECTED ON A BASIS OF SCIENTIFIC FACT AND 
T.S.HOSE 
GRESENTED BY THOSE WITH REPUTATIONS TO 
of 
ts 
ne 
id 
al 
4 
445 


_ 


BUY THIS BARGAIN 
STOCK NOW 


E have discovered a tnedium-priced stock 

which is such an outstanding bargain 
today that it may be expected to bring you 
extraordinary profits in the next big upswing, 
which should begin soon. 


If this stock is purchased outright—not on a 
margin—and held only until it reaches the 
price at which it sold in 1931, it will return a 
profit of 76%. If held until the 1930 price is 
touched, the profit will be 140%. And, best of 
all, this is a stock which we belicve WILL 
duplicate and even exceed its price of 1930. 


The name of this stock will be sent to any 
investor absolutely free. Also an interesting 
book, “MAKING MONEY IN STOCKS.” No 
charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 438, Chimes Bldg. Syracuse, N. Y. 


YOU CAN BUY 
Good Securities 


in Small or Large Lots 


Partial Payments 


Ask for Booklet F.6 which explains 
terms 


our plan a 


James M. Leopold & Co. 
Menibers New York Stock Exchange 
70 Wall Street New York 
Established 1884 


Dow Theory 
Comment 


A letter for sophisticated traders 
and investors in which the author 
of The Dow Theory discusses the 
forecasting value of “the averages.” 
No tips. No Advice. Write for 
recent letter. 


ROBERT 


Colorado Springs Colorado 


Management 


= Problems 


| Whatever their nature they may be 
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ility in the company’s earnings record 
which shows 38 cents a share earned 
for the six months ended May 30, 1933, 
against 39 cents a share in the same 
period of the previous year. With un- 
filled orders showing a moderate gain, 
the company should be able to equal, 
if not exceed, the 11 cents reported in 
the August quarter of a year ago. Of 
course, the company is dependent to a 
large extent for its profitable operation 
upon army and navy orders but with 
the Government committed to a policy 
of maintaining its air forces this back- 
log of business should remain fairly 
stable. Foreign business in the past 
three years has been curbed by ex- 
treme competition but with the prices 
of raw materials advancing in all parts 
of the world it is expected that the 
American manufacturers’ will once 
again be able to compete with their 
foreign competitors on a price basis. 
Any gain in earnings should warrant 
an upward revision of the present 75- 
cent annual dividend on the company’s 
stock as cash resources are ample. 


The leather industry has made a good 
showing since the recovery began, but 
the companies in this field still have 
much ground to cover before they can 
arouse much enthusiasm for the long 
term prospect. Though a highly essen- 
tial industry, somehow and somewhere 
there is a kink that has held it back. 
It needs ironing out. 


Electric Power & Light 4 ~~ 


Recent arrangement to extend the 
$21.2 million bank loan of this com- 
pany’s important subsidiary, United 
Gas Corporation, for a period of three 
years with the option of payment of 
all or a part at any time on 30 days 
notice, has considerably improved 
financial condition and outlook for 
Electric Power & Light and with an 
improvement in earnings which should 
result from growing demands for 
power, the company may soon be in 
a position to pay something on ac- 
count of preferred dividend accumula- 
tions. In common with other Electric 
Bond & Share client companies, report 
of this company for the year 1932 has 
not been released as yet due to the 
fact that its books and those of all 
subsidiaries are being subjected to inde- 
pendent audit for the first time. Re- 
lease is expected shortly and very 
little change in earnings is anticipated 
from the unaudited September 30, 1932 
report. 


If current earnings provide an intelli- 
gent basis for purchases, then those in- 
dustries indicating progress in this 
direction should assume a_ better 
leadership than they previously ex- 
ercised. 


Great Western Sugar 4 


Among the stocks in which hope of 
dividend restoration runs high is Great 
Western Sugar which, it is rumored, 
may resume payments on a $2 annual 
basis in October. Aside from the im- 
provement in the commodity market, 
which has helped considerably, the 
beet sugar companies have had a 
profitable period this year due to the 
new form of contract now in effect. 
This revised contract was first tried 


“C+” 


out a year ago with success. Instead 
of receiving a flat guarantee for his 
crop, the beet. grower is now paid 
partly on the basis of what the com. 
pany receives when the sugar js 
finally sold. In a period of rising 
prices such a contract is beneficial to 
both the grower and refiner. 


Pity the utilities. Though they have 
responded to the recovery trend much 
more substantially than many other 
industrics,, the shadows of rate redue- 
tion agitation and political meddling 
in their affairs hang heavily over 
them. That cloud will clear. Somehow 
it always does. 


National Dairy Products 4 


The first indication of the less favor- 
able operations of the dairy companies 
is to be found in the half-year report 
of National Dairy Products which 
shows only 77 cents a share earned, 
against $1.05 a share in the first 
six months of 1932. Milk price-cutting 
wars were not finally settled until May 
and thus the report includes a rather 
unprofitable period. Unfortunately 
Borden does not follow the policy of 
publishing semi-annual earnings but 
indications are that operations were 
not as favorable as they were in the 
first half of 1932. In addition to milk 
price difficulties, the dairy companies 
are said to be heavily committed in 
the butter and egg markets at levels 
substantially higher than are now pre- 
vailing. Whether or not these com- 
modities will show sufficient recovery 
by fall to wipe out inventory losses is 
uncertain, but the surplus stocks of 
these items hardly forecast an im- 
portant price recovery. Then, too, ice 
cream business during the current hot 
months has not fulfilled expectations 
of heavy seasonal volume because of 
the new competition from beer. Somie 
of the ice cream parlors which once 
handled ice cream as a primary prod- 
uct have either been converted into tap- 
rooms or have lost many customers to 
the beer gardens. 


The upward trend of car loadings and 
utility output, so evident tn the last 
two months, will make themselves felt 
in the third quarter earnings reports. 


National Distillers 4 “CH” 


To understand the real reason for the 
intensive speculation in National Dis+ 
tillers whenever the hard drink shares 
jump into the limelight, one must put 
his car to the ground to hear the 
stories circulated about the killing the 
company will make when prohibition is 
finally repealed. The rosy coloring 
given to these reports accounts for the 
stock’s recent advance to as high as 
150 times earnings of 80 cents a share 
for the first half of this year. One of 


‘these rumors, and it must be marked 


as such, is that the company has in its 
céllars whiskey with an_ estimated 
worth of $300 a barrel. Those with 
sharp lead pencils can figure out that 
this gives the stock a potential market 
value of anywhere from $150 to $200 
a share. Current earnings, of course, 
do not justify even present quotations 
of considerably less. ‘And it is ex- 
tremely doubtful if the advent of re 
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peal will justify the prevailing optim- 
ism for National Distillers’ prospects 
with all kinds of plans on foot to cut 
and rectify old whiskey in order to 
make the most quarts of cheap liquor 
out of one aged gallon which is chemi- 
cally possible. 


Wealth accumulated in violation of the 
natural laws is a crime against hu- 
manity, which is punishable by the 
death of conscience. 


North American Aviation 4 “C” 
Change in control of North American 
Aviation failed to have the salutory 
effect on earnings that resulted when 
its largest competitor, Aviation Cor- 
poration, passed to control of E. L. 
Cord, as the report for the six months 
ended June 30, 1933, showed an oper- 
ating loss of $147,651 compared with 
a loss in the corresponding 1932 period 
of $196,688. The air transport com- 
panies have been doing uniformly 
better during the past several months, 
largely as a result of continued in- 
creases in number of passengers car- 
ried. North American Aviation, 
through its wholly owned subsidiary, 
Eastern Air Transport, operates along 
the Atlantic Seaboard and seasonal in- 
fluences, (passenger traffic usually 
picks up during the fall and winter 
months) contributed to unfavorable re- 
sults for the first half. Over the 
longer term, General Motors’ control 
and resultant close interrelationship 
with Transcontinental Air Transport 
and Western Air Express should im- 
prove competitive position and ecarn- 
ings of this company. 


The ten-center has been practically 
eliminated as a plague to the cigarette 


. industry with some of the cheap brands 


losing as much as 90 per cent of their 
previous volume, 


J.C. Penney 4 


While not to be compared with some of 
its larger competitors on the basis of 
dollar volume in the chain store field, 
J. C. Penney is certainly showing the 
way to the big chains in profitable 
operation. Not only was the company 
able to score a 2 per cent gain in sales 
for the first six months over the same 
period of 1932, but profits were in- 
creased more than 30 per cent. Earn- 
ings applicable to the common stock 
were $1.27 a share, against 81 cents a 
share in the first half of last year, 
thus covering the full year’s dividend 
requirement of $1.20 in the six months’ 
period. The secret of the company’s 
success lies in the fact that in the 
first half of this year out of each $1 
of sales 4.8 cents represented profits. 
In the first six months of 1932 only 
3.7 cents was profit in each dollar of 
gross. As Penney enjoys a relatively 
strong financial position, it would not 
be out of line for the management to 
consider a more generous dividend. 
Back in 1931 the stock paid $2.40 
annually. 


The market price of a stock at a given 
time represents the appraisal of all 
buyers and all sellers of the stock in 
the world—that is the beauty of a free 
and open market. 
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Dow’s Theory Outlined 
for the Layman 


By Acepert F. A. KING 


Te: serial discussion, prepared 
by Mr. King, is largely based 
on Mr. Robert Rhea’s book, “The 
Dow Theory.” It has been arranged 
in such form as will permit the in- 
vestor and trader to preserve each in- 
stallment for study and reference from 
time to time. 


Secondary (Bear) Rallies 


CAUSES: Causes of secondary rallies 
in a bear market are: 

1. An oversold condition. 

2. Occurrence of events which can- 
not be foreseen. 


CHARTS 


Correctly interpreted, 
help you FORECAST 


STOCK MARKET 


turning points, fluctua- 
tions, possibilities, etc. 


MAIL THIS COUPON 
Graphic Market Statistics, Inc. 
11 Stone Street, New York 


Please send me, without obligation CHART 
of present morket and pamphlet 
discussing chart »ossibilities ond limita- 
tions frankly, foirls and hovestiv. 


DURATION: Secondary rallies tend to 
last from 3 to 12 weeks (3 months). 

All secondary bear rallies have had 
an average duration of 66.5 days (94 
weeks); this is 69.6 per cent of the 
time (95.6 days, or 13 wecks and 4 
days) consumed in the preceding pri- 
mary movement. 

Sixty-five and five-tenths per cent of 
the rallies have had a duration be- 
tween 20 and 100 days (2 weeks, 6 days 
—14 weeks, 2 days), the average du- 
ration for these 65.5 per cent being 
47.3 days. 

Forty-five per cent of the rallies 
have had a duration between 25 and 
55 days (3 weeks and 4 days to 8 
weeks). 


EXTENT: Secondary rallies tend to 
retrace 33 to 66 per cent of the pri- 
mary price change since the termina- 
tion of the last preceding secondary 
reaction. 

All secondary rallies have retraced 
an average of 55.8 per cent of the 
preceding primary decline. 

Seventy-two and five-tenths per cent 
of the rallies have retraced an average 
of only 49.5 per cent of the preceding 
primary decline; in rallies which have 
so terminated, the range of retrace- 
ment has been between 3334 per cent 
and 66% per cent of the preceding 
primary decline. 


INDICATIONS: Increase in volume 
after new lows have been made, 
usually indicates a temporary reversal 
of the decline. 

A low of one average not confirmed 
by the other, indicates a_ possible 
change of trend of secondary impor- 
tance (not of primary significance). 

When declines fail to go through 
the last immediate low, a speculative 
position on the long side is indicated. 

Secondary rallies sometimes begin 
with lines, and sometimes do _ not; 


Electric Bond and 
Share Company 


Two Rector Street 
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New York 


secondary rallies usually are followed 
by the making of a line. 


TERMINATION: Indications 
end of secondary rallies are: 

1. The accomplished retracement of 
83 to 66 per cent of the primary de- 
cline since the top of the last preceding 
secondary rally. 

2. Diminishing volume. 


of the 


CHARACTERISTICS: Rallies in the 
early stages of a bear market may 
recover practically 100 per cent of the 
ground lost (usually it is about 50 per 
cent). 

Rallies in bear markets are sudden 
and rapid (conspicuously so in the re- 
covery after an actual panic break), 

If a primary movement preceding a 
secondary rally is very slow, the 
secondary rally will probably be rela- 
tively sharp. 

Usually there is an immediate loss 
of 40 to 60 per cent of a rally upon 
its termination, and hence secondary 
rallies may be said to tend to over-run 
themselves. 


CHARACTERISTICS: Secondary rallies 
are frequently followed (considerably 
below the peak of the rally) by the 
making of a line because of the follow- 
ing sequences of events: 


1. A serious break (the primary 
movement). 


2. Support buying near the bottom 
to protect weak margin accounts too 
large to liquidate. 


3. Upon recovery (the secondary 
rally in question) this “protection” 
stock is fed out, and is largely pur- 
chased by shorts covering and unwise 
bargain buying; the line in question 
is hereby thus made. 


4. If absorptive power is still lack- 
ing, there is then a further and slower 
decline usually establishing new low 
points. 


DISTINGUISHABLE: Secondary rallies 
are usually’ distinguishable from 
change of primary trend because the 
movement of a_ secondary rally is 
always much faster than that which 
occurred during the preceding pri- 
mary movement; the rallies always 
occupy less time than the decline 
which they partially recover. 


MISCELLANEOUS: Sell when sec- 
ondary rallies in a bear market have 
ended. 

Sell when the market becomes dull 
after a rally, and especially if a 
tendency toward increased activity is 
noticeable on declines. 

After drastic declines, cover shorts, 
and perhaps even go long. Is safer 
to go long in a bear market under 
these conditions, than to go short in 
a bull market, because there are no 
indicators of the secondary reaction in 
a bull market. 

Always consider volume in secondary 
rallies. 


Aa AA 


The next and final article of this 
series on “Dow's Theory Outlined for 
the Layman” will include general ad- 
vice on how to trade in the stock mar-— 
ket through the use of Dow’s Theory. 
—THE EDITORS. 
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STOCK SIDE LIGHTS 


Cameo Studies of Interesting Issues 
Which Are in the Current News 


For the quarter ended 
June 30, 1933, Hercules 
Powder reported a gain 
in net earnings of 193 
per cent over the preceding three 
months. Total net profit for the first 
six months of the current year 
amounted to $893,000, equivalent after 
preferred dividends to 90 cents per 
share of the outstanding common. 
This compares with a deficit of 13 
cents per share in the like period of 
1932. 

Increased takings of nitro-cellulose 
by the lacquer and allied trades as well 
as improved demand for cellulose by 
the rayon industry are responsible for 
the favorable showing made during the 
second quarter. Continuance of a good 
demand from these two sources ap- 
pears to be assured for many more 
months. The company’s nitro-cellulose 
and cellulose products have become its 
principal income producers and have 
taken the place previously held by its 
production of explosives. Prospects 
for the latter section depend entirely 
upon mining, construction and quarry- 
ing which so far have not yet par- 
ticipated in the general recovery to a 
noticeable extent. However, under the 
stimulation of the government’s $3.3 
billion public works program. increased 
activity in road building and quarry- 
ing can be expected, which, together 
with improved mining activity, should 
create a better demand for the com- 
pany’s explosives, a division which so 
far has contributed but little to the 
gain in earnings. 

Hercules Powder has maintained the 
usual financial strength as shown in 
the balance sheet as of June 380, 1933. 
Total current assets amounted to $15.2 
millions as against current liabilities 
of but $647,000; cash and government 
securities alone totaling $6.5 millions 
were over ten times current liabilities. 
The company held in its treasury 
8,609 shares preferred and 238,555 
shares common stock valued at $1.7 
million. Accounting the preferred at 
par this leaves an average value of 
$36.10 for the common as against a 
current market value of around $43. 
Depreciation policy is very conserva- 
tive, with $692,000 or $1.19 per share 
set aside for this purpose during the 
first half of 1933. 

Current earnings and the favorable 
prospects for further improvement ap- 
pear to assure maintenance of the 
present $1.50 annual dividend rate. 
The common sells on a relatively low 
yield basis but this is offset by the 
company’s strong liquid position and 
the promising outlook for further 
gains in earnings. The $7 preferred 
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Hercules 
Powder 


yields about 6.4 per cent at current 
prices and may be considered of good 
investment grade. 


American Stores Com- 
pany controls a chain 
of retail grocery stores 
consisting of nearly 
3,000 establishments, located in Penn- 
sylvania and surrounding states. Con- 
centration of operations in a relatively 
small territory and conservative ex- 
pansion have been fundamental in the 
long term policy of the company with 
the result that little or no retrench- 
ment has been necessary during the 
past four years. As a matter of fact, 
number of stores in operation has in- 
creased from 2,644 at the end of 1929 
to 2,977 at the end of last year. During 
this period the company followed the 
policy of abandoning less profitable 
locations and opening up in new ter- 
ritories, notably in and around Syra- 
cuse, N. Y., as well as improving and 
increasing facilities. 


American 
Stores 


For the year ended December 31, 
1932, per share common earnings 
amounted to $3.31 compared with $3.77 
in the preceding year and $4.25 in 
1929. The decline in net has been 
somewhat larger than per share re- 
sults indicate as it has been the com- 
pany’s policy throughout this period 
to utilize surplus funds in the pur- 
chase and retirement of its common 
stock. Through such operations, num- 
ber of shares outstanding has been 
reduced from 1,551,728 in 1929 to 
1,302,870 at the end of last year. On 
the basis of present capitalization, per 
share earnings in 1929 amounted to 
$5.07 compared with the $4.25 shown 
for that year. The decline in net in- 
come of the company can be trac.d 
directly to the sharp slump in dollar 
volume of sales. Total sales in 1929 
amounted to $143.3 millions whereas 
in 1932 total sales amounted to only 
$115.4 millions, a decline of nearly 20 
per cent. Proportionate reductions 
have been effected in cost of sales and 
operating expenses despite the increase 
in over-head resulting from increase 
in number of stores in operation. 

Financial condition at December 31, 
1932, was satisfactory, total current 
assets, including cash and marketable . 
securities of $6.4 millions, amounting 
to $17.5 millions compared with total 
current liabilities of $3.7 millions. 
For the 5 months ended May 31, 1933, 
total sales aggregated $45.7 millions 
compared with $51.9 millions in the 
corresponding period of 1932, a decline 
of 12 per cent. Sales have been im- 
proving steadily since the beginning of 
last May, in reflection of the increas- 
ing tempo of business in the highly 
industrialized areas served by the 
company. 
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GRAIN TRADERS 


Bulletins of July 24, August 1 and 8 
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Vital importance in forecasting grain prices: 


How low will this bear market go’ 
Crop Seare Grain Markets Always 
Followed by Major Declines. 

Length of Bull Markets in Wheat. 
The Market Effect of Pegging the 
Price. 

Advantages of Short Side of Grain 
Market. 

Corn Visible as a Price-Depressing 
‘actor. 

Wheat Supply and Market Action 
Following Short Crops. 

The Seasonal Trend of Grain Prices. 
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asking for bulletins give dates of issues 
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The 


Commodity 


Situation 


N THE aggregate, commodity price 

movements have recently shown 

steadier tendencies although raw 
materials have fluctuated rather 
heavily. Prices for many manufac- 
tured goods advanced in anticipation 
of higher production costs under the 
influence of the various trade codes 
already accepted or in preparation. 

The procedure of limiting daily 
fluctuations in grain prices through 
the fixation of a maximum permissible 
decline or advance for one trading 
day has caused some peculiar situa- 
tions in these markets. Monday, July 
31, wheat in a dull market dropped 
the maximum of five cents allowed for 
one day and for two hours no buyers 
could be found. Overnight the Chi- 
cago Board of Trade established the 
Monday closing prices as the minimum 
prices not to be changed until August 
15. On the following day the Chicago 
pit was flooded with buying orders 
which in five minutes drove prices up 
five cents per bushel, the maximum 
advance allowed for the day. Trading 
came to a complete halt and volume 
was only one million bushels as com- 
pared with a volume of over 230 mil- 
lion bushels transacted in one day only 
a few weeks ago. More orderly trad- 
ing was subsequently established. 


Wheat Reports Bullish 


Practically all market reports for 
wheat are bullish. Recent private 
estimates predict a further decline in 
this year’s total crop and reports from 
Canada also indicate further serious 
crop damages. These two factors to- 
gether with preparations for an acre- 
age reduction for 1934 appear to offer 
ample justification for continuous 
strength in wheat prices. 

The cotton market has recovered 
part of its previous losses but has been 
adversely affected by advances in the 
dollar exchange. The largest world 
consumption of United States cotton 
since 1928/29 was reported for the 
cotton year ended July 31, 1933, 
amounting to 14.1 million bales as 
against 12.5 million bales for the pre- 
vious twelve months. The chief reason 
for this increase was the low price for 
American cotton as compared with for- 
eign growths. Finished cotton goods 
have experienced a quiet week as the 
trade has started to advance quota- 
tions to take care of the processing 
tax. World demand for American 
manufactured cotton goods so far has 
not shown any signs of revival and 
for the first six months of the current 
year was 19 per cent less than for the 
corresponding period in 1932. While 
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lower prices are partially responsible 
for this dip, in many lines a substan- 
tial decline in volume has been regis- 
tered. 

Reflecting the weakness of the 
Japanese silk market and _ instability 
of the dollar, silk prices fluctuated with 
wide swings and an irregular trend. 
Business in silk and also in wool has 
been very quiet, pending action of a 
possible processing tax on these ma- 
terials as requested by cotton interests, 
Heavy orders and lack of stock in 
producers’ hands continued to main- 
tain a favorable market in the rayon 
section with further price increases in 
prospect. 


Other Commodities Steady ' 


While steel operations continued 
their slight decline, pig iron produc- 
tion has apparently increased as in- 
dicated by the blowing in of additional 
furnaces; higher scrap prices also 
would indicate improvement in -produc- 
tion. There are several good prospects 
developing for the steel industry such 
as the government’s naval and high- 
way building program. In non-ferrous 
metals the buying volume was rela- 
tively light with but small changes in 
the general price level. Copper prices 
abroad directly reflected the changes 
in the quotations of the dollar. 

Building materials showed a steady 
price structure, but speculative buying 
in anticipation of higher prices re- 
ceded, making for smaller volume. 
Pulp and paper were in fairly constant 
demand and substantial strength was 
registered in kraft wrapping paper, 
which advanced in price. A _ volatile 
market was experienced in rubber due 
to rumors of impending important 
news regarding restriction of produc- 
tion, which, however, (as so often) 
did not materialize. 

Prices for chemicals remained steady 
with volume somewhat slackening. 
Good shipments of alkali were re- 
ported and while the demand of the 
petroleum and textile industry for this 
chemical has been declining, takings 
by the paper, rubber and glass indus- 
try continued in satisfactory volume. 

A comparison of the prevailing price 
level with that of 1926, the assumed 
goal of the Administration, reveals a 
wide discrepancy between the various 
groups. Whereas grain prices need a 
further advance of only 25 per cent to 
reach the 1926 averages, the average 
wholesale price for fuel and food stuffs 
would require a gain of over two- 
thirds to attain the 1926 _ prices. 
Chemicals and building materials are 
in the same position as grains. 
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. 
Dividends Peclare?’ STOP “Going it Blind” 
Regular 
Rate riod able ecor 
M Sept. i Aug. 14 
Un. Gas’... $1.25 Q Oct. 2 Sept. I Facts about 
rrr Q Sept. 1 Aug. 15 
Borg-W $1.75 .. Oct. 1 Sept. 15 
Brown at Q Sept. Aug. 21 S k 
& Pwr. 64 
$1.50 Q Aug. 15 July 31 our toc S 
Coco $1.50 Q Oct. 2 Sept, 12 
Q Sept. 1 Aug. 17 
Com. Invest. Trust oceaeven wate 50e Q Oct. 1 Sept. 5 
31.50 Q Oct. 1 Sept. 5 
Cong-N, Ine. pl. $1.75 Q Sept. 1 Aug. 15 LL stocks are no longer 
Cons. Gas 85e Sept. 15 Aug. 
Q Sept. 1 Aug. 15 cheap. It’s time to stop 
taking tips, listening to gossip 
CUM PL. re . 
pf, 8 and ill-founded advice. From 
Diamond Match TYYETETTLETT 25¢ Q Sept. 1 Aug. 15 now on, fundamentals will 
Diam. M.Co. pt. pf............ S Sept. Aug. 00 
Dist.Group, Ine. ......--++. 12¥3¢ Q Aug. 15 July 21 rule and it will pay you to know the vital facts yourself—the true 
Fasta Util Assoc...............2 25e Q Aug. 15 Aug. 3 
a cee Yi 3133 3 og July 3 record of earnings, strength or weakness of capital structure and the 
8 31 whole story of internal operations. These are facts which must be 
irestone Sept. Aug. 1: 
Florsheim Sh. pf.........+-+-. 1.50 Q Oct. 2 Sept. 15 known to safeguard funds and insure greatest profits. 
eens 50e Q Sept. 1 Aug. 15 
MEME vcssyverssesnenas 75e Q Sept. 1 Aug. 10 Such information is now available in an entirely new form so 
Gulf Sta. Util $1.50 Q  Sept.15 Sept. 1 ‘ 4 
81.3715 Q Sept. 15 Sept. 1 simple in presentation that even a layman may judge values as 
Hanna (M. A.) Co. $7 pf....... $1.75 Q  Sept.20 Sept. 5 
Hartford & Conn, West I. $1 8 Aug. 31 Aug, 21 soundly as an expert. Investographs show 14 years of properly 
Hawaiian Com. Yo., Ltd..25e .. Aug. 5 July 25 
Hires, Ch. E. Cl. "T1500 Q Sept. 1 Aug. 15 adjusted earnings and other factors in easy-to-read charts. Sim- 
Homestake Mining ......050 M Aug. 25 Aug. 19 
fot an “a ST}ge .. Sept. 1 Aug. 7 plified, non-technical tables provide a complete ratio-analysis of 
$1.5 Q Aug 15 July 31 income statements and balance sheets. Stop “going it blind”. Get 
Intl, Elevating Co...........++. $10 .. Aug. 15 Aug. 8 all the facts as available exclusively in Inves- 
Sep ug. ographs. ervice coverl 
National Lead $1.25 9 Sept. 15 8 to 
75 Q Sept.15 Sept. 1 i 
$150 Q Nov. 1 Oct,’ 20 mae $95. per year. Write 
1.75 Sept. Aug. 30 i 
Pub Util Q Aug. 19 July 31 now for details and specimen charts to 
25e Sept. ug. 15 f 
Reynolds Metals............... Q Sept. 1 Aug. 15 ONTARIO FINANCE CORPORATION, Dept. x, 31 Gibbs St., Rochester, N.Y. 
EL. 7% pfB.. .. Sept. : july 
Sept. uly 2 
abet Sept. July 28 INVESTOGRAPHS 
rwin-Williams Co. p! Sept. Aug. 15 
Q Sept.15 Aug. 20 
Stand Coosa Thatcher, 7° ‘1, is 8 Oct. 15 Oct. 15 
Texas Gulf Su!phur.............2 Sept.15 Sept. 1 ’ 
Q Aug. 10 Aug. 3 
30c Sept.. 1 Aug. 15 
United E. 25c Q Aug. 11 Aug. 1 
$1.75 Q Aug. Aug. 1 
Elec. Co. 7% pf... 75 Q Aug. 15 Aug. 5 
Ey: Q Aug. 1 July 20 
Va. El. 3130 Q  Sept.20 Aug. 31 
Vick Fin. Corp. 5 Aug. 15 Aug. 1 
$1.5 Q Sept. Aug. 16 ComMoN DIvIDEND 
Westvaco Chi. Q Sept. 1 Aug. 15 No. 94 
Williamspt. Wat. Co. S6pf..... si. 30 Sept. 1 Aug. 21 ths 
Wrigley (William) Jr.*...... 26619 M Sept. 1 Aug. 19 A quarterly dividend of forty cents 
Dee. 1 Nov.20 | on the outstanding common stock of 
per share on the Convertible Preference Stork 1, 
of this Company, payable September Ist, 1933, : d ecor 
ransfer books will not close. Checks wi 
Randall Co. cu. pf. 50c .. Aug. July 25 1933. Checks will be mailed. 
Vice- President 
Extra July 28th, 1933, The Borden Company 
E. L. NoetzeL, Treasurer, 
Am. Chicle,...... 25c .. Oct. 2 Sept. 12 
Resumed ( h ( t 
Paper Q Sept. 1 Aug. 21 rysier orporation 
Holly Oil Co. We .. Aug. 10 Aug. 9 DIVIDEND ON COMMON STOCK REYNOLDS METALS COMPANY 
Kaufm. Sept. Stra. ............ 20e .. Aug. 15) Aug. 10 19 Rector Street, New York City 
.. Aug. 15 Aug. 10 A special dividend of fifty cents ($.50) per share, 
Sherwin. W .. Aug. 15 July 31 on the Common Stock, has been declared, payable 
= & Mohawk Cotton il Aue 15 Aug 7? September 15, 1933, to stockholders of record at Mertats Company, a Delaware corporation, has 
the close of business August 15, 1933. been declared, payable September 1, 1933, to 
B. EB. Hutchinson, Vice President and Treasurer holders of record = py Checks 
Chryster Corp. ....... 50e «~Sept.15 Aung. 15 will be mailed by Bankers Trust Company. 
Penick & Ford, Ltd . Sept. 15 Sept. Wu. S. D. Woops, Assistant Secretary. 
Increased Your dividend notice ia 
Fuller Brush A......0.......... 10c .. Aug. 1 July 25 THE FINANCIAL WoRLD TEXAS GULF SULPHUR COMPANY 
Penick & Ford, Ltd.......... $50c Q Sept. 15 Sept. 1 The Board of Directors has declared a dis- 
aaa calls the favorable atten- tribution of 25 cents per share on the Company's 
"Less 5 5°, excise tax, or 25¢ per share net for stockholders, £ the fi > ee pe .000 eee of capital stock without nom- 
dividends to make new rate apply from Jan 1, tion na de Inves- 
tors to your. securities. on September 1, 1933. 
H. F, J. KNOBLOCH, Treasurer 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest and profit to our 
subscribers. Upon request, and without obligation, 
any of the booklets listed below will be sent free 
direct from the houses by whom issued 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place New York. N. Y. 


PLEASE PRINT EACH REQUEST 
ON A SEPARATE SHEET 


MARGIN REQUIREMENTS—Leaflet explaining margin re- 
quirements has been prepared by a well known brokerage 
house, Members of the New York Stock Exchange. 


SAFETY PLAN ial service. Pro- 
tects trading fund, no matter whether market up or down, 
with risk of only part of paper profits. Copy of plan, con- 
taining tabulation of assumed application to trading fund, 
available. 


OPENING A BROKERAGE ACCOUNT—An explanatory bro- 
chure issued by a well known Stock Exchange firm. 


SOME FINANCIAL FACTS—Is the title of a 24-page booklet 
containing a brief description of the American Telephone & 
Telegraph Company and the organization and operations of 
the Bell System. It is illustrated throughout with maps, 
graphs and charts, and is of interest to every investor in 
public utility securities. 


AMERICA’S OLDEST FINANCIAL SERVICE—Has issued a 
most instructive booklet giving its record, of which it can 
justly be proud. This booklet will interest every intelligent 
investor who is anxious to proceed along sound and proven 
lines 


STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR 
—An interesting and informative booklet every small investor 
will wish to read, issued by a Stock Exchange firm. 


ANNUITIES EXPLAINED—One of the largest life insurance 
companies has issued a new booklet which describes in simple 
language the different kinds of annuities issued by it. Ex- 
amples are included which indicate how these various forms 
of guaranteed life incomes meet the needs of men and women 
in all walks of life. 


TRADING METHODS—A 24-page booklet issued by a New 
York Stock Exchange house, containing a brief explanation of 
the different operations pertaining to stock market trading. 


COTTON CHART, 22ND ANNUAL EDITION—This compilation 
carries in a compact manner the vital cotton statistics on the 
condition of the crop and ginning reports over a period of 10 
years, and provides spaces for keeping the card up to date 
during the current year, as new reports are issued. Those in- 
terested in cotton will find it of constant value as a reference. 


AN INVESTMENT PROGRAM KEYED TO THE NEW ECO- 
NOMIC PROSPECT— is discussed in a pamphlet descriptive 
of the procedure employed by an investment supervisory 
organization. It is particularly of interest to investors whose 
policy is to disregard intermediate fluctuations and to avoid 
purely speculative commitments. 


MARKET ACTION—Is the name of a weekly trading bulletin 
issued by one of the leading financial advisory services in 
New York. It will be of interest to those who are interested 
in short swing trading. 


PARTNERSHIP INSURANCE—A comprehensive, informative 
booklet explaining in detail this important safeguard; why an 
agreement is necessary, with typical specimen forms; the 
right policy to use and cost; the tax angle; the rights and 
liabilities of partners and how they should be protected; also, 
as applied to close corporations and sole proprietorships. 


TIME TO LAY THE FOUNDATION FOR YOUR FORTUNE— 
One of the leading financial services has prepared an 18-page 
booklet pointing out the opportunity at the present time to lay 
the foundation for your fortune. 


WEEKLY 
BUSINESS & FINANCIAL SUMMARY 
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4 WEEKLY TRADE INDICATORS July 22 
*Crude Oil Production (bbls.)....... 2,697,850 2,673,350 2,137,509 
Electric Power Output (000 K.W.H. u 1,661,504 a: 654,424 1 440,386 
tSteel Output (% of capacity)...... 57% 58% 16%, 
tAutomobile Production (U.S. A.).. 64,425 63,137 34,465 
§Commodity Price Index........... 68.6 68.5 108 

2 

July 22 July 15 July 23 
$Bank Clearings New York City..... $4,040 $3,841 $2,285 
sBank Clearings Outside of N. Y.C.. $1,932 $1,826 $1,661 


*Bituminous Coai Production. 1,203,600 1,161,000 733,000 
Financial World Index of Indus- 7 
trial Production.............. 63.6 62.5 43.3 


*Daily Average. jlron Age. {Cram’s Report. §000,000 Omitted, 
Journal of Commerce. 


4 FEDERAL RESERVE REPORTS MEMBER BANKS 


1933 1932 
(000,000 omitted) July 26 July 19 July 97 
Deposits—New York City......... $6,300 $6,378 $5,718 
Deposits—Outside New York City. 9,396 9,417 8,911 
Loans on Securities—N, Ag Cc, 1,790 1,862 . 1,630 
Loans on Sec.— Outside N. Y.C. 1,999 2,002 2,410 
*Investments—New York C 1,069 1,068 
*Investments—Outside N. Y.C..... 1,915 1,904 1,921 
Total loans and discounts. . re 8,561 8,654 9.501 
Total commercial loans ........... 4,772 4,790 5,461 
Total! net demand deposits... ....... 10,598 10,667 10,039 
Total time deposits............... 4,538 4,547 4,531 
Total brokers tOANS..... 894 967 331 
4 RESERVE SYSTEM 
Federa! Reserve System gold ratio. 68.4% 68.4% 58.1% 
New York Federal Reserve Bank ratio 60.0% 59.4% 54.39, 
Total Money in Circulation. . 5 $5,601 $5,635 $5.69) 
*Other than U. 8. Govt. Securities. 
4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
1933 1932 1933 1932 
Aug. 1 Aug. 2 Aug. 1 Aug. 2 
England.....$4.43 4% $3,51 34] Copper... $0.09 $0.05 
Can. Dollar. .92.50 87.00 Cotton... .1040 0590 
3 5.23 3.91 5%] Iron..... 17.34 14.34 
7.03% 5.09 Rubber -073 0313 
13.90 Belgium*.. 18.65 13.86 Silver.... .35% 27 
23.82 Germany... .31.85 23.78 Sugar.... .0345 0308 
20:65 dapem....... 26.94 27.19 |$Wheat... .97\% Ad 
| t8.50 7.20 


*Belga. §September futures. tNominal. 


4 WEEKLY CAR LOADINGS 


Freight car loadings indicate current sectional business conditions, 
Loadings from the 15th to the 15th generally indicate earnings for the 
current month, 

Same 


Ps uly week Change 

Eastern District 1933 1932 % 
Baltimore & Ohio.............. = 46,103 31,571 +46. 
Chesapeake & Ohio... ............ 33,888 20,093 +69 
Cleve., Cinn., Chicago & St.L..... 20,890 15,413 +26 
Delaware & Hudson............. 11,307 9,489 +19 
ee ackawanna & Western. 14,572 11,079 +32 

New York, New Haven & Hartford. 23,469 19,301 +22 
New York Central............... 95,251 69,414 +37 
New York, Chicago & St. Louis... . 13,400 9,923 +35 
Norfolk & Western.............. 24,229 15,094 » +61 
Pere Marquette. 8,661 6,557 +32 
Western Maryland............... 7.651 4,545 + 68 
Southern District 
Atlantic Coast Lime. ...........5. 11,282 9,405 +20 
Louisville & Nashville............ 22,730 15,712 +45 
Seaboard Air Lime...'...........- 9,746 7,858 +24 
Southern Ry. System............. 32,594 23,404 +39 
Northwest District 
Chicago & Great Western......... 5.019 3,893 +29 
Chi., Milw., St. Paul & Pa ific 5,435 19,873 +28 
Chicago & Norihwestern.......... 44.310 25,303 +36 
12,898 8,989 +43 
Northern Pacific... 11,339 8,552 +33 
Centrai West District 
Atchison, Topeka & Sania Fe... ... 24,482 28,425 —14 
Chicago, Burlington & Quincy..... 22,091 17,433 +27 
Chicago, Rock Island & Pacific... . . 19,907 19,660 + 1 
Chicago & Eastern Illinois......... 4.602 3,517 +31 
Denver & Rio Grande Western... . . 3,024 3,057 - 1 
Southern Pacific........ meets 26,821 25,114 +7 
18,056 16,678 + 8 
Southwestern District 
Kansas City Southern............ 2,727 2,510 +9 
Missouri-Kansas-Texas........... 6,716 7,107 — 6 
St. Louis-San Francisco........... 10,740 10,509 + 2 
St. Louis-Southwestern........... 4.203 3.175 +32 


(Compiled from American Railway Association figures) 


THE FINANCIAL WORLD 


i 
| 
a 
3 
Pie 
N 
152 
: 


oer 


What Every Investor Should Keep In Mind 
If He Desires Maximum Investment Success 
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SUBSCRIBE BEFORE SEPTEMBER 15TH AND GET OUR “VITAL FACTS ON 50 STOCKS” FREE 


THE FINANCIAL WORLD, 
53 Park Place, New York, N. Y. 


Here is my check for $10.00 in full payment of the following special offer: 


The editors and analysts of The Financial World each 
week select from the great mass of financial facts and 
figures the vital features which are essential to success 
in maintaining a sound investment position. 


You cannot obtain an equally valuable investment service 
unless you are willing to pay much more than our nom- 
inal price of $10 yearly. 


Unless you do keep financially informed, you are likely to 
lose many times the cost of a subscription through costly 
mistakes which could have been avoided. 


The Financial World is edited for the busy man—it saves 
a lot of his time by giving vital investment news boiled 
down. 


Our editors have timely analyses each week which should 
give you a better grasp of the changing fortunes and pros- 
pects—up or down—of important new as well as old 
industries. 


During the next 12 months, you will find The Financial 
World especially valuable in selecting the securities 
which are likely to make the best showing. 


The time is gone forever when you can ‘‘buy good securi- 
ties and put them away and forget them.” 


Our stock rating and data book which we send free each 
month to yearly subscribers enables you to find the 
answers instantly to dozens of questions that come up 
daily about 1300 leading stocks. 


Many subscribers consider the free confidential advice 
privilege we give to yearly subscribers worth the full price 
of a subscription. 


Through The Financial World, you receive unbiased 
analyses of outstanding values in bonds, preferred stocks 
and common stocks as they are brought to light by the 
researches of our staff. 


AG-9 


(a) 52 weekly issues of The Financial World. (Canadian and Foreign $2 extra.) 


(b) a8 2 peay editions of ‘Independent Appraisals of Listed Stocks,”’ a 48-page manual of vital investment data and ratings on 1300 


(ce) 


for 12 months 


of writing for advice on securities by enclosing a stamped self-addressed envelope with each uiry. 
(Each inquiry to be limited to a single security but three or four inquiries may be made each month.) ut - 


(d) Your new book ‘Profitable Investment Simplified” (It gives two pages to a complete study of each of the fifty leading stocks). 


(e) Reprints of important recent stock analyses, 


THE SOHWSINLER PRESS, 
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by 


The Leading Present-Day 
Exponent of the Dow Theory 


Robert Rhea 


Book No. 1: The Dow Theory 


[N THIS long awaited book—THE DOW THEORY— 
Robert Rhea gives a most complete and understandable 
presentation of the theory. Its usefulness as an aid in specula- 
tion and investment are completely and expertly discussed in 


Outstanding Books 


Al 


the following chapters: 


The Evolution of a Theory 

The Dow Theory as Used by Hamilton 
Manipulation 

The Averages Discount Everything 
The Theory is Not Infallible 

Dow’s Three Movements 

Primary Movements 

Primary Bear Markets 

Primary Bull Markets 

Secondary Reactions 

Daily Fluctuations 

Both Averages Must Confirm 
Determining the Trend 

Lines 

Relation of Volume to Price Movements 
Double Tops and Double Bottoms 
Individual Stocks 

Speculation 

Stock Market Philosophy 


Practical—A uthoritative—U nderstandable 


Book No. 2: Graphic Charts 


complete figures of daily sales are particu- 


Dow-Jones Daily Stock Aver- 
ages and Sales Charts compiled 
by Robert Rhea 


This loose-leaf binder contains 37 plates, 
charting the daily movement of the Dow- 
Jones Industrial and Railroad Averages 
from January 1, 1897 to July 1, 1933. The 
charts are on heavy paper, size 11” x 17”. 


They are arranged for the convenience of 
those who wish to study the action of the 
market day by day. Each of these charts 
covers prices for one year and is divided 
vertically into weeks and week-days. The 


larly valuable, because they have not ever 
before been accessible. 


Enclosed please find check for $ 
as checked: 


(1 The Dow Theory, postpaid 
(0 Graphic Charts, postpaid 


Address 


4 


| The FINANCIAL WORLD BOOK DEPARTMENT, : 
: TWELFTH FLOOR, 53 PARK PLACE, NEW YORK : 


in full payment for the following : 


MAIL THIS 
COUPON TODAY 
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